FORTNIGHTLY 15 CENTS 


VITAL . 
SPEECHES ] 


OF THE DAY e BY THE LEADING MOULDERS OF PUBLIC OPINION 


Vol. I, No. 17 MAY 20, 1935 $3.00 A Year 


The Torch of Liberty 


By Colonel Robert R. McCormick 


Editor and Publisher of the Chicago Tribune 








Regulated Industry 


By Sir Josiah Stamp 
Director of the Bank of England and President of the 
Associated British Railways 





The Roosevelt Monetary Program The Religion of War 
By Henry Morgenthau, Jr. By Rudyard Kipling 


Secretary of the Treasury Novelist and Poet 


Can the Parties Live Without Patronage? What Is a University? 
By Arthur H. Vandenberg By Robert M. Hutchins 


United States Senator from Michigan 
The New Fear ; 
By Wendell L. Wilkie The Catalyst for Accomplishment 


President, Commonwealth & Southern Corporation By Irenee du Pont 
Vice Chairman of the Board of E. I. du Pont de Nemours & Co. 


President, University of Chicago 


The Foreign Commercial Policy 
of the United States The Critical Function in Democracy 
By Cordell Hull By Glenn Frank 


Secretary of State President, University of Wisconsin 





Address to Farmers 
By President Franklin D. Roosevelt 





IMPARTIAL CONSTRUCTIVE AUTHENTIC 










































Vital Speeches of the Day 


REG. U. S&S. PAT. OFF. 





Vol. I 


NEW YORK, MONDAY, MAY 20, 1935 


No. 17 





Address to Farmers 


By PRESIDENT FRANKLIN D. ROOSEVELT 
Made from the White House Portico, Washington, D. C., May 14, 1935 


AM glad to welcome you to the national capital. We 
can think of this occasion as a kind of surprise birth- 
day party, for it was just two years and two days ago 

that the Agricultural Adjustment Act became a law. And 
I well remember the fine group of representatives of farmers 
from every part of the Union who stood around me on that 
occasion when I signed the act. 

In record time you and thousands of other farmers took 
hold and set up the machinery to control your own affairs 
and put the new law to work. 

I remember, too, the many high and mighty people who 
said you could not do it—that it was no use for you to try— 
intimating clearly that their only remedy to improve your 
situation was to let the Sheriff's sales go on. 

That was the old and very familiar way—the high and 
mighty balanced farm production with demand. Those peo- 
ple did not understand and many of them do not understand 
today, that, if the farm population of the United States suf- 
fers and loses its purchasing power, the people in the cities, 
of necessity, suffer with them. 

One of the greatest lessons that the city dwellers have 
come to understand in this past two years is this: Empty 
pocketbooks on the farm don’t turn factory wheels in the 
city. 

Go back for a minute to the Spring of 1933—when 
there was a huge carry-over of almost 13,000,000 bales and 
a price, because of that carry-over, of 6 cents a pound. You 


and I know what 6-cent cotton means to the purchasing 
power of the Cotton Belt. 

There was a huge carry-over of tobacco and the price 
of tobacco during the preceding six months was the lowest 
on record for many years. Wheat, with a carry-over of 
nearly 400,000,000 bushels and a price of 35 cents on the 
farm; corn, with a price of 15 cents a bushel on many farms; 
hogs, selling at 3 cents a pound. 


You and I know what that meant in the way of pur- 
chasing power for 40,000,000 people. 

When we came to Washington we were faced with 
three possible programs. The first involved price-fixing by 
government decree. This was discarded because the prob- 
lem of over-production was not solved thereby. 


The second was a plan to let farmers grow as much 
as they wanted to and to have the Federal Government then 
step in, take from them that portion of their crop which 
represented the exportable surplus and, in their name, on 
their behalf, dump this surplus on the other nations of the 
world. 

That plan was discarded because the other nations of 
the world had already begun to stop dumping. With in- 
creasing frequency they were raising their tariffs, establishing 
quotas and clamping on embargoes against just that kind of 
proposition. 

Therefore, we came to the third plan—a plan for the 
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adjustment of totals in our major crops so that from year 
to year production and consumption would be kept in rea- 
sonable balance with each other to the end that reasonable 
prices would be paid to farmers for their crops and to the 
end that unwieldy surpluses would not depress our markets 
and upset the balance. 

We are now at the beginning of the third year of carry- 
ing out this policy. You know the results thus far attained. 
You know the price of cotton, of wheat, of tobacco, of corn, 
of hogs and of other farm products today. Further com- 
ment on the successful partial attainment of our objective 
up to this time is unnecessary on my part. You know. 

I want to emphasize that word “adjustment.” As you 
know, a great many of the high and mighty—with special 
axes to grind—have been deliberately trying to mislead peo- 
ple who know nothing of farming by misrepresenting—no ; 
why use a pussyfoot word—by lying, about the kind of a 
farm program under which this nation is operating today. 

A few leading citizens have gone astray from ignorance. 
I must admit it. 

_ For example: The prominent city banker who was driv- 
ing through up-State New York with me four or five years 
ago in the late Fall. Everything was brown. The leaves were 
off the trees. We passed a beautiful green field. He asked 
me what it was. I told him it was Winter wheat. 

He turned to me and said: “That is very interesting. 
I have always wondered about Winter wheat. What I 
don’t understand is how they are able to cut it when it gets 
all covered up with snow.” 

The other was the editor of a great metropolitan paper. 
He visited me down in Georgia when the cotton was nearly 
grown but before the bolls had formed. Looking out over 
the cotton fields, he said to me: 

“What a great number of raspberries they grow down 
here!” 

Raspberries was right. At 414 cents a pound for cot- 
ton, his mistake was, perhaps, a natural one. 

I was speaking of adjustment. It is your duty and 
mine to continue to educate the people of this country to 
the fact that adjustment means not only adjustment down- 
ward, but adjustment upward. 

If you and I agree on a correct figure for a normal 
carry-over it means that if we have a bumper crop one year 
we will, by mutual consent, reduce the next year’s crop in 
order to even up that carry-over. 

At the sametime, if we get a short crop in a given year, 
you and I agree to increase the next year’s crop to make up 
the shortage. That is exactly what we are doing today in 
the case of wheat. 

It is high time for you and for me to carry, by educa- 
tion, knowledge of the fact that not a single program of the 
AAA contemplated the destruction of an acre of food crops 
in the United States, in spite of what you may read or be 
told by people who have special axes to grind. 

It is high time for you and me to make clear that we 
are not plowing under cotton this year—that we did not 
plow it under in 1934 and that we only plowed some of it 
under in 1933 because the Agricultural Adjustment Act was 
passed after a huge crop of cotton was already in the ground. 

It is high time for us to repeat on every occasion that 
we have not wastefully destroyed food in any form. It is 


true that the relief administrator has purchased hundreds of 








thousands of tons of foodstuffs to feed the needy and hun- 
gry who are on the relief rolls in every part of the United 
States. 

The crocodile tears shed by the professional mourners 
of an old and obsolete order over the slaughter of little pigs 
and other measures to reduce surplus agricultural inventories 
deceive very few thinking people, and least of all the farmers 
themselves. 

The acknowledged destiny of a pig is sausage, or ham, 
or bacon or pork. In these forms millions of pigs were con- 
sumed by vast numbers of needy people who otherwise 
would have had to do without. 

Let me make one other point clear for the benefit of 
the millions in cities who have to buy meats. 

Last year the nation suffered a drought of unparalleled 
intensity. If there had been no government program—if the 
old order had obtained in 1933 and 1934—that drought on 
the cattle ranges of America, and in the Corn Belt would 
have resulted in the marketing of thin cattle, immature hogs 
and in the death of these animals on the range and on the 
farm. 

Then we would have had a vastly greater shortage than 
we face today. 

Our program saved the lives of millions of head of live- 
stock. They are still on the range. Other millions are 
today canned and ready for this country to eat. 

I think that you and I are agreed in seeking a con- 
tinuance of a national policy which on the whole is proving 
successful. The memory of old conditions under which the 
product of a whole year’s work often would not bring you 
the cost of transporting it to market is too fresh in your 
tninds to let you be led astray by the solemn admonitions and 
specious lies of those who in the past profited most when 
your distress was greatest. 

You remember, and I remember, that not so long ago 
the poor had less food to eat and less clothes to wear, and 
that was at a time when you had to practically give away 
your products. Then the surpluses were greater and yet the 
poor were poorer than they are today when you farmers are 
getting a reasonable, although still an insufficient price. 

I have not the time to talk with you about many other 
policies of your government which affect the farm population 
of the country. I have not the time to go into the practical 
work of the Farm Credit Administration which, in all of its 
ramifications, has saved a million farms from foreclosure and 
has accomplished the first great reduction in exorbitant in- 
terest rates that this country has ever known. 

Because your cause is so just no one has the temerity to 
question the motives of your “march on Washington.” It 
is a good omen for government, for business, for bankers and 
for the city dwellers that the nation’s farmers are becoming 
articulate and that they know whereof they speak. 

I hope you have enjoyed your stay in Washington. 
Seeing your government at first hand, you may have a bet- 
ter idea why its efforts at times seem lumbering and slow 
and complicated. 

On the other hand, you may have seen that we are 
moving faster and accomplishing more practical results than 
you have been led to believe by the high and mighty gentle- 
men I have spoken of. 

I want to thank you for your patience with us. I want 
to pledge our wholc-hearted cooperation as you go forward. 
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The Torch of Liberty 





By COLONEL ROBERT R. McCORMICK, Editor and Publisher of the Chicago Tribune 
Delivered at a Mass Meeting of Sentinels of the Republic at Faneuil Hall, Boston, May 4, 1935 


E are meeting here tonight in Faneuii Hall to keep 
Wii: the torch of liberty which was kindled here 

one hundred and sixty years ago and which is now 
threatened with extinction. 

In this venerable hall took place the deliberations and 
here were formed the resolves which changed a world of 
feudal tyranny into a world of growing freedom. Here came 
to fruition the struggle against oppression which had been 
waged without success ever since Octavius and Antony en- 
slaved the Roman people. 

In the terrible centuries which followed that tragedy, 
with their oubliettes and their racks, their breaking wheels 
and their iron virgins, far more people were property than 
owned property. 

‘The safety of the average man lay in his misery. He 
could preserve his lowly habiliments and his wooden spades 
because no one else would stoop to take them. He was 
equally the victim of the pro-consul, the armored knight, 
and the sturdy rogue. Hunger was the natural condition of 
the multitude and the common cause of death. Comfort, as 
we understand it, existed for no one, and education was an 
aim to which only a handful could aspire and none arrive. 
It was not until long after the discovery of America and after 
Cromwell had cut off the head of Charles I that a free title 
to own real estate became available to the few who could 
exercise that privilege. 

If it was difficult to retain property, it was harder still 
to obtain it. Until the eighteenth century the churches de- 
clared it a sin to make a profit. To the aristocratic class, 
with whom only wealth was hereditary and education open, 
all kinds of gainful occupations were dishonorable. 

We find among the earliest recorded acts of Parliament 
those very laws in restraint of trade which your forefathers 
opposed in these sacred precincts. 

The Massachusetts patriots were not only protesting 
against the stamp tax and the tax on tea but against restric- 
tions on their commerce and interference with their manu- 
facture—against “the erection of a multitude of new offices 
and swarms of officers who harrass our people and eat out 
their substance,”—the very conditions which oppress us today. 

The meetings in this hall led to freedom, to the Con- 
stitution, to the Bill of Rights. 

Hope and ambition replaced despair and resentment. 
The great rise in civilization began. 

American commerce covered the oceans. American 
pioneers flocked across the mountain barrier, spread over the 
plains, bridged the rivers, penetrated the western deserts, 
and took possession of Alaska. 

Americans who remained in place were no less enter- 
prising than the merchants and the pioneers. Under the 
patent law, which extended the right of property to the prod- 
ucts of the brain, inventions multiplied for the benefit of 


mankind. So prolific were the liberated minds that they 
produced for common use countless instruments improving 
and adding to those which the historically privileged had de- 
veloped for themselves alone. 

_ The fireplace, first converted into the stove, became the 
furnace; the kitchen range, the gas range; the electric stove. 
The tallow candle was displaced by kerosene, by gas, by elec- 
tric light. ‘The besom became broom, carpet sweeper, vacu- 
um cleaner. 

The ballad singers gave place to street fairs, show boats, 
tent shows, and the theater. Today the movie and the talkie 
take the highest art into the lowliest hamlets. 

Hand typesetting and the hand press have been replaced 
in turn by the linotype, the horse press, the steam press, and 
the electric press. Reading, once the privilege of the ex- 
clusive few, is practically free for the multitude, while the 
printing industry furnishes employment to greater numbers 
than the total literate population of a previous generation. 

The Emperor Napoleon was served by a telegraph sys- 
tem of semaphores. ‘Today every American has the use of 
the electric telegraph, the telephone, and the radiogram. 

On the farm the hand pump had so long given way to 
the wooden windmill, to the steel windmill, to the gasoline 
engine and the electric motor, that many of us had to travel 
to France as soldiers to find out that “The Old Oaken 
Bucket” was not merely a song. “Over there,” in defending 
or taking the French chateaux, we found out that the sons 
and “daughters of a hundred earls” possess fewer creature 
comforts than American farmers and skilled workmen. 

Only a few in Europe can afford motor transportation ; 
American tramps scour the country in automobiles at govern- 
ment expense. 

An extraordinary revolution, so long accomplished as to 
be forgotten, was that agricultural machinery and railroads 
with their adjuncts, cattle cars and refrigeration, made farm- 
ing a money-earning enterprise for the first time in the his- 
tory of the world, and also raised the masses of Europe from 
their condition of semi-starvation. 

How is it that such a magic rise in the lot of mankind 
was stopped and humanity has been definitely headed back 
to the previous condition of want and misery? 

In the early days of American freedom, before its fruit 
had been produced, public life absorbed the men of greatest 
talents and raised the art of government to undreamed 
heights. However, as social and religious inhibitions were 
removed, as opportunity spread and larger and wider fields 
of usefulness and activities revealed themselves, brilliant men 
came to seek intellectual outlet in invention, in science, in 
finance and business activity, while offices of government have 
fallen into the control of men not capable of the larger 
mental and spiritual activities. 

When evils were perceived among the great blessings of 
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our institutions—evils which loomed large in the altruistic 
imagination of the American people but which in fact were 
Lilliputian compared with the oppressions from which our 
people had escaped and which the people of Europe were 
accepting as unavoidable—those manipulating political power 
could find no cure except by a slavish imitation of European 
governmental methods. Upon a people escaped from the 
curse of a ruling class were heaped department upon de- 
partment, bureau upon bureau. 

We have so many cffices, appointive and elective, that 
obtaining office is both a profession and an occupation, so 
exacting upon its members as to leave them no leisure with 
which to engage in other occupation or even to learn about 
the necessities of civil life and of national economics. They 
do not know what is going on outside of their own official- 
dom. 

The recreation and emoluments of the bureaucracy be- 
ing office-holding, their occupation is politics. Power is 
maintained by the perfection of political machines operating 
behind some simple emotion. 

Quite naturally, and very usefully, the desire for gen- 
eral welfare was long the successful platform of politics. The 
earliest political recollections of many of us are the appeals 
to “the full dinner pail,” reminiscences of the reaction against 
the hard times of 1893. 

However, as the hard times of ’93 fell farther and 
farther into the background, this appeal began to lose its 
charm. Another emotion was cultivated, one older than 
Iago, as old as Cain—the feeling of envy. Not the elevation 
of the lowly, but the tearing-down of the well-to-do, has 
been the alibi behind political manipulation of late. 

In different sections of the country different appeals to 
envy and hatred have been made. In some places, the plea 
has been made to the farmer against industry. Elsewhere, 
immigrants from continental Europe, without experience in 
self-government, are easily led to direct their old-world hos- 
tility to social superiors against the Americans who preceded 
them here. Untrained in self-reliance, they are easily per- 
suaded to rely upon office-holders rather than upon them- 
selves. 

Foreign agitators have repaid us for asylum by both 
insidious and open agitation against our institutions, until 
today their policies, not those of the great Virginian and 
Massachusetts philosophers and of the great economist, Ham- 
ilton, dominate action in Washington. 

Men who have been parasites their entire lives, have 
never produced anything and never intend to produce any- 
thing, who have always lived at the expense of others and 
plot to live better than the others who support them, have 
evolved a doctrine that we and our forebears have produced 
everything and all that remains to do is to divide the fruit 
of our efforts. They call this “dividing the wealth” or 
“decentralization of wealth.” They say: “Seize the wealth 
these people have created and live lives of ease like ours.” 

They do not tell that the division of other people’s 
property is not a new idea, but goes far back into recorded 
history. It has been preached and practiced before. 

The Roman Triumvirs attempted this when they de- 
stroyed the Roman Republic and stopped the progress of 
civilization for two thousand years. Matthys and Knipper- 
dollinck did likewise in Munster in 1534. They even divided 






the women and then, by reversal of principle, established 
polygamy. Philip II of Spain, Henry VIII of England, 
Charles IX and Louis XIV of France, all did the same thing 
in the name of religion. The French Communes and Rus- 
sian Soviets have done it in the name of democracy. And 
always the history has been the same—confiscation, massacres, 
famine, misery, and a long, bitter road back to common 
honesty and common sense. 

Look through the books of history and you will find 
that these teachings so glibly mouthed have always led to 
pillage, murder, horror, and universal suffering in expiation. 
These are the inevitable consequences of mass robbery as 
preached by the German Marx and his American followers. 

As we may be instructed by history, so may we also by 
our knowledge of current affairs calculate the result of a given 
course of action. We can thus foretel! the results of. con- 
fiscation under whatever form it may be undertaken. For 
consideration, let us take the simplest case, the case of Henry 
Ford, one man richer than a million men. A fortune all 
invested in one business, a business all owned by one family. 

How shall we proceed to divide the wealth that Henry 
Ford has made, among all of us, who have made none of 
it? Shall we take apart, stone by stone and nail by nail, the 
edifice he has builded and give a piece to each—the furnaces, 
the forges, the factories? That would be distribution, but 
not of wealth. The cost of wrecking would be far greater 
than the spoil. 

Would not the simplest way for us to proceed seem 
to be for us to confiscate the Ford business and operate it 
as the post-office is operated, for the benefit of all; to let 
Congress legislate the number and design of cars to be made 
and the administration appoint a manager to execute its 
orders? In this event, who would operate the factory? We 
know who it would be. We know it would be Jim Farley, 
because it is he who has been appointed to manage the gov- 
ernment’s greatest business enterprise, the post-office. 

To be sure, Jim Farley does not know anything about 
the design, manufacture, and sale of automobiles, just as he 
does not know anything about conducting the post-office. He 
was appointed the head of the government’s biggest enter- 
prise for the same reason that forty other Jim Farleys have 
been appointed to manage the post-office in the past—because 
he is an expert in obtaining national delegates. 

Then, under Mr. Farley’s management, we know by 
experience of his conduct of the post-office and by the experi- 
ence of his predecessors, that the earnings of the Ford fac- 
tory, which we so savagely begrudge Mr. Ford, will imme- 
diately turn into a deficit as large as that of the post-office. 
Instead of having distributed Mr. Ford’s wealth, we will 
have divided another of Mr. Farley’s deficits! 

But how will we meet this new government deficit since 
all other enterprises will have been taken over by the govern- 
ment and will have had managers appointed according to 
their capacity to supply national delegates, and will also 
have been conducted at a loss? We will not be able to meet 
it. We will find no profits to divide or to tax, no income 
with which to pay the cabinet officers, congressmen, and 
other idlers on the dole. It becomes plain that method also 
will not distribute or divide any wealth, but will bring uni- 
versal ruin. 

Shall we therefore exacerbate the tax confiscations which 
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are now carrying on? Shall we increase the rates of income 
taxes and estate taxes to seventy and eighty percent, make 
assurance doubly sure that the owner of every useful indus- 
try shall not save enough in his lifetime to pay his estate 
tax ; that the stocks and bonds of every stockholder and bond- 
holder in this country be thrown on the market in order to 
pay this tax? 

Shall we bring a sudden culmination to the condition 
that has been developing during the decade in which more 
property has been offered for sale to pay taxes than buyers 
could buy? Shall we hasten the time when values, which 
began to fall in 1929 as the cumulative effect of over-taxa- 
tion began to make itself felt, shall disappear utterly because 
there will be no buyers with money to bid in the sales forced 
by taxation? Shall we precipitate the moment when no one 
will have anything to pay for industries put up for sale to 
raise tax money, as is bawled for by those who plan to 
bring on the catastrophe before the people have time to learn 
where the conduct of their rulers is leading them? 

Then perforce, if not from choice, the government will 
have to take all the revenue producing properties in the coun- 
try in forfeiture for taxes which cannot be paid, and admin- 
ister them with reckless, incompetent, and conscienceless 
spoilsmen. ‘There will be no profits, no wealth, no taxes; 
the same universal starvation and misery that exists in 
Russia. 

Such is the inevitable outcome of the policies of the 
extremists in Washington; such is the future they are plan- 
ning for you, you who have neither the Caliban morals nor 
the Baliol mentalities to undertake such a return to the age 
of bestiality. Such has been the result of every dictatorship 
in the past; such is the course of every dictatorship today. 

Every vestige of freedom has now been stamped out 








in Russia, Italy, and Germany, with the accompanying con- 
sequences of misery and massacre, which the most effective 
suppression of freedom of speech and of the press has been 
powerless to conceal. Even now there are dictator’s parties 
in England and in France, devoted to the overthrow of 
liberty. 

Liberty is necessary to progress and civilization. Lib- 
erty to think, to utter, and to argue according to conscience. 
Liberty to unite, liberty to organize invention into produc- 
tion, liberty to exercise the virtues of industry and thrift, 
that production may multiply and its fruits be made avail- 
able to all. 

For the preservation of liberty it is essential that the 
branches of our government remain separate, each free from 
the control of the other; that the legislature be independent 
of the executive, and the judiciary independent of both. 

Yet for two years in this country the courts have been 
under constant coercion. Statutes have been written by 
young men of the executive departments inflamed with the 
policies of Moscow and sent for enactment not only to Con- 
gress but to the state governments, which are being reduced 
to the status of provinces. And it has been boldly pro- 
claimed that the executive now stands above the legislative 
and judicial branches of government. 

Confronted by this evidence there can no longer be 
doubt in the minds of thoughtful men that ambitions are 
cherished in high places, antagonistic to our constitution and 
fatal to our freedom. 

Properly, then, do we meet in this hall, sacred to Lib- 
erty, to take notice of our threatened institutions and our 
threatened civilization, to send the alarm to our fellow citi- 
zens and invite their cooperation in preserving a republican 
form of government. 


Regulated Industry 


By SIR JOSIAH STAMP, 
Director of the Bank of England, and President of the Associated British Railways 


Delivered at the Monthly Luncheon of the British Empire Chamber of Commerce, April 29, 1935 


R. Chairmen and Gentlemen: It is very natural 
M that my first act on coming over here to study the 

most interesting condition of affairs, that is now 
proceeding with such rapid evolution, should be to come and 
have a word with, shall I say, the exiles living here. They 
don’t seem to me to want very much pity. They are all 
looking very prosperous, not only those exiles but those home 
grown, who have connections with my own country and 
understand our point of view. It is very natural that my 
first act should be to come to learn from you what you think 
about things as they are developing here. It is very nice to 
meet old friends. 

You have referred, Mr. Chairman, to my appearance 
here nine years ago and the shattering events that were then 
taking place, as they seemed to us at that time. There was 
almost a great emotional reaction here to the general strike 
in Britain and the long coal stoppage. I well remember 
the interest that you took in a stage in our industrial his- 


tory, which some of you said at that time was saving you 
here in the States a great deal of future trouble. Whether 
that was correct diagnosis, the future can tell, but it cer- 
tainly was a very important episode in British industrial 
history, and I was here just at that time. 

Now nine years is a long time and you all look so 
young that probably you were not then cognizant of its im- 
portance, but to hear the familiar accents of—I don’t say 
Englishmen, but Scotsmen, Irishmen, and also Welshmen 
here is very gratifying and illustrates the solidarity, all ap- 
pearance to the contrary, of our racial differences at home. 

I am reminded by that personal reference of the old 
tag about the Scotsman who kept the Sabbath and everything 
else he could lay his hands on; and the Irishman who didn’t 
know what he wanted but was prepared to die for it; and 
the Welshman who prays on his knees and on his neighbors; 
and the Englishman, the self-made man, who worships his 
Creator. 
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Well, here we all are, those of you who answer to 
those various descriptions and those of you who answer for 
some of them in this country. You have just been reminded 
that when I last spoke we had the coal situation developing, 
had very remarkable reactions upon the railways. We found 
ourselves, after some months of inability to get our home 
coal, dealing with all kinds of stuff from abroad, and great 
havoc at play not only with our local locomotives and our 
equipment, but also with our reserve funds. The year 1926 
was the most disastrous year in British railway history, and 
from it sprang certain new conditions in the coal industry. 
So, in giving you this subject for a few minutes, “Regulated 
Industry,” shall we start with coal? 

The degree of regulation in the coal industry would 
seem several years ago to those of you resident here to have 
been pretty-far-reaching, but now you have made such tre- 
mendous strides in the direction of regulation and planning, 
or you are attempting the strides, that it looks a very weak 
and mild business, the amount of regulation that we have 
in the coal industry. Still we will star: with that because 
that picks up where I left off. 

In the coal industry there is now a Coal Comptroller, 
given that name for short. That isn’t his precise official 
name, but he was a prominent civil servant and he was taken 
from the Civil Service and put in a position where he was 
supposed to act as a kind of precipitant or catalyst, as the 
chemist would say, to induce action of a rationalizing, econo- 
mizing character among the independent owners of the col- 
lieries, and very independent indeed they are. It is extremely 
dificult to make them combine, and to make them take 
common action, and there is very great rivalry between the 
different coal fields. 

Well, his appointment was heralded; it was for him 
to think out plans for amalgamation and coordination and 
then to go down to the different colliery districts and bring 
the masters together and induce them to put these plans 
through. There is, in effect, in the different districts a very 
elaborate system of accountancy which brings together the 
result, confidential so far as the individuals are concerned, 
but brings them together in the hands of a common trusted 
person, a chartered accountant who has a quarterly ascertain- 
ment, as it is called, and those ascertainments regulate quotas 
as between collieries and have certain reactions upon the 
rates of wages, not the basic rate but supplementary rates of 
wages, paid in those particular areas. In other respects the 
weekly ascertainments are a very important accountancy de- 
velopment of what you might call a planned industry. 

But still they are in private hands and nothing has been 
done by the State yct in the way of compulsion or anything 
other than negative regulation. The appointment of this 
gentleman to precipitate reaction has so far not resulted 
in any very striking amalgamation or economies, but a good 
deal of groundwork has been done and it is hoped that with 
the coming on of the summer the little buds will begin to 
show above the ground and ultimately there may be the 
blossoms to indicate the work that has been done and the 
seed that he has sown. But he is working in a very difficult 
area indeed, because the traditional attitude in Britain of 
rugged individualism—lI believe is the phrase you like here 
— is nowhere better illustrated than among the coal masters, 
and so we are starting perhaps on the hardest possible task 
in having regulation in the coal industry. But, as I said 


just now, it is very mild business from the point of view of 
the kind of things you now have. But in the days when you 
were living under the blessings or shadows, whatever you call 
them, of the anti-trust laws, that kind of encouragement of 
combination as to what is to be done next between different 
owners, would have seemed rather a remarkable step. 

Well, the next item which has come under great public 
attention is electricity. It has often been said that you could 
put Britain down in any one of your States—you might not 
keep it there, but geographically that probably is a truism. 
Well, now, what is known as the Grid is a wholesale supply 
of electricity, but very great care was taken when the orig- 
inal grant of the Grid was put up that it should not put 
out of business what we might call the retail distributors 
of electricity. They had certain obligations not to start any 
new generation of electricity except by reference to the Grid, 
but having taken their power from the Grid, they then were 
the retailers. 

I will just give you one illustration of the kind of de- 
velopment from that position which showed that it cannot 
be a permanent solution to -the problem. 

When the Southern Railway wished to extend their 
suburban electrification, to a semi-main line project, and to 
get to the seacoast, a distance of 60 or 70 miles, instead 
of having one set of negotiations for their power with the 
Grid Authorities, under the regulations they were obliged 
to go to all the small retailers through whose areas they 
passed and to have negotiations with perhaps 14 or 15 differ- 
ent authorities for that short distance. Now it is quite 
true that the authorities were not able, so to speak, to hold 
them up at random by large increases in the price, different 
from the price supplied by the Grid, but they were able to 
use the situation to their own advantage, or to attempt to, 
to get other concessions of various kinds. That was a very 
cumberous state of affairs. And so the latest development 
is that in extending the Grid there shall be greater power 
for the authorities of the Electricity Commission to have 
actual negotiations with the use, being very heartily opposed, 
of course, by the actual electricity companies. 

Well, the Grid is not up to now paying its way. It 
has to have a very much bigger load to develop in order to 
make the promised economic millenium so far as electricity 
is concerned, but it does represent, | think, something that 
we should all admit is a proper approach to the problem—the 
supply of electricity on a very large scale in the country as 
a whole. I don’t say that would apply to the United States, 
but applying to Great Britain, a country of that size, it 
does represent an advance upon a large number of very 
small and therefore only semi-economic units. 

There are some small units, one that I have on 
my own railway at Stonebridge Park, which has its costs 
so low that it is excused, so to speak, from obligations to the 
Grid, and enabled to carry on very much on its own re- 
sponsibility. 

Well, now, the third development of very great im- 
portance, because it has so many reactions upon industry, 
upon the railways, and upon public utilities, is regulation 
in connection with the road. The development of the inter- 
nal combustion engine, first of all the petrol, and now the 
heavy oil engine, running upon the public road has created 
a succession of extraordinary difficulties. We in Britain, 
never believe that a thing is a nuisance until it is a thorough 
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nuisance, and we very rarely provide long in advance for 
new troubles. We say, “Well, let them happen and we 
will see what we can do to repair them.” And so the situa- 
tion had gone a very long way not merely in the destruction 
of the integrity of the classifications of goods rates for the 
railways, not merely in a serious impairment of a vital 
industrial necessity, but also in matters of public safety 
and convenience—the destruction of property values through 
noise and vibration and the like. It had gone almost to an 
insufferable point before it was resolutely tackled. 

The position upon the road is this: So far as the 
passengers are concerned, no passenger vehicle can apply for 
hire without a license, and we find that the licensing system 
is a far better controlling sanction than any amount of pow- 
ers in the hands of local judges and magistrates. If a man 
exceeds the speed limit, if he overloads his vehicle, if he 
abuses other reasonable regulations, somebody has to take the 
onus of bringing him to the court, whether it is the police, or 
whether it is a private individual. If he can be fined two 
or three pounds and get away with it, well that is very little 
and he can always run the risk; he is making so much profit 
in the ordinary way from breaking the regulations that that 
really doesn’t amount to a check at all, but if his license for 
next year is in jeopardy and his whole livelihood depends 
upon that license, then you have a real sanction. So the in- 
troduction of licenses for road vehicles was a most impor- 
tant element in regulation, because attached to the grant 
of the license you can put all kinds of conditions about good 
behavior and compliance with reasonable regulation. 

Well, now, the first to come under these regulations 
were the passenger vehicles, and now it amounts I don’t say 
to a monopoly but certainly to a limited franchise, and people 
will now change buses not so much with a view to the actual 
vehicle itself but the license that goes with it, and it is very 
difficult to get new ones without real cause shown. That, 
of course, has been a boom not only to the good runners 
on the road but also to others with whom they have com- 
peted. There is no doubt—this has only been in force sev- 
eral years—with experience, additional regulation will pro- 
ceed in the public interest. 

The rates and fares charged are also subject to some 
inspection. This last year what we call goods lorries, which 
are enormous in size and weight and have had very little 
regulation in the matter of their speed and the hours of 
work, etc., have come under similar rates and an analogous 
system of law, but the first thing that had to be done was 
to establish the principle that when men were getting a liv- 
ing from running vehicles on the public road, they ought at 
least to contribute not a tax—we don’t allow it to be called 
a tax, those of us who are watching this movement carefully 
—but a mere return of the amount of the costs that they in- 
cur on the road that has hitherto fallen on the public purse. 
We say the damage done to the road, or the repair required, 
should be made good by the vehicle. And so there is in force 
a system of licenses which, proceeding on a ton-mileage basis, 
grades the various weights of vehicles with a license pay- 
ment, so that the aggregate of all these license payments for 
the goods vehicles is intended to equal at the end of the year 
the amount of road costs which can be attributed to that 
class of vehicle. Obviously, it can’t be an exact calculation, 
but the sort of commisison on which the roads as well as the 
rails were represented, in an agreed report, to the astonish- 


ment of the public, carried through this principle that every- 
where we are trying to secure that the public shall not be 
any worse off through their payment of rates and taxes 
because of the use of the road by commercial vehicles. Com- 
mercial vehicles should wash its own face in respect to the use 
of the roads. 

I may say, of course, that this does not extend to the 
past capital expenditures on the original provision of the 
roads. Nobody knows what that was. That is past history 
and they have got that provided free. All they are doing is 
paying for additional amenities that are necesssary because 
of their presence on the roads and their actual wear and tear 
costs, the new outlay for widening and cutting off blind cor- 
ners and the other things that have resulted from the in- 
tense pressure of traffic. That principle we are endeavoring 
to hold intact. It is continuously being fought in one way or 
another. The recent development of heavy oil vehicles has 
had this effect; that whereas there was a charge of 8 pence 
gallon on petrol, there was only a charge of a penny a gallon 
on heavy oil, and even supposing that the mileage per gallon, 
other things being equal, had been the same, you can see 
what a tremendous advantage it would be to equip your ve- 
hicles with heavy oil engines instead of petrol engines, but 
inasmuch as there was an additional performance per gallon, 
the incentive to go into heavy oil vehicles was even greater. 

Now the Chancellor, in his last budget, has said, “I 
can’t afford to see my petrol revenue vanish. I must put an 
equivalent tax on heavy oil. I will put it on the same basis, 
8 pence, and present the heavy oil industry with the differ- 
ence in real efficiency that they have per gallon of oil. They 
must be content with that.” That will do something to stop 
the rapid run from petrol into heavy oil because of this 
advantage. 

And so you see that the principle that vehicles should 
pay their costs on the roads is of importance, tremendous im- 
portance, and I think you cannot escape from it as being fair 
and just to the community. 

The new regulations for the roads in the matter of 
freight also go to the point of reasonable hours of labor, 
no overloading, and other conditions of safe running, the in- 
spection of the vehicle, etc.; and the grant of the license is 
contingent upon necessity, a new license has to show neces- 
sity, and the ground of an old license and of the renewal of 
it depends upon the record being clean from infringement. 
So there is now a real sanction and at last we have what was 
fast becoming an absolutely chaotic state of affairs on the 
road showing signs of being kept in hand. Still there is 
much to be done, however, and our problem is astonishingly 
similar to yours. Sometimes I read the speeches of my 
friend Mr. Williamson, or General Atterbury, or Daniel 
Willard to his meeting of stockholders, and with a few 
changes of words like “cars” for “trucks” and “railways” 
for “railroads,” I can make it my own. The problems are 
very similar. We have reached different stages of develop- 
ment in the way of meeting these difficulties, but sooner or 
later in both countries I am quite sure something will have 
to be done in the way of regulation of the rates classification, 
because the roads with no obligations to the common carriers, 
with the power to carry particular classes of goods, are at a 
great advantage compared with the common carriers of the 
railway and its obligation to the heavy goods traffic of the 
country. 
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I am not giving an address on railways and roads; I 
am giving this as one illustration of the kind of regulation 
that has become necessary even to the most hardened Jaissez- 
faire individualist owing to the complexity of modern life 
and the introduction of new inventions. We are not, how- 
ever, so far as my own experience is concerned, dependent 
upon a set of experiments. I am working under three gov- 
ernments. I have the operations of the Irish Free State, 
the operations of the Northern Government and the Gov- 
ernment of Northern Ireland and Great Britain, and they 
are all meeting this matter by different solutions and natur- 
ally I am watching their respective advantages and defects 
with very great interest. 

In the Irish Free State the bus traffic has been given 
to the railways under certain conditions; they have the 
monopoly upon the roads and they get real coordination in 
that way and so far the public interest has not suffered. In 
Northern Ireland they were not prepared to do that; they 
were frightened by what they called monopoly and so the 
new arrangement in Northern Ireland now being discussed 
in Parliament, is to make a kind of transport for all the ve- 
hicles upon the road, and the present interests on the roads 
will take stock in this new concern. The railways will run 
as usual, but the receipts of the two concerns, the Road 
Board and the railway, will be pooled upon an approved 
basis. This is the second solution. The third I have al- 
ready referred to, the system of licensing and introduction 
of control. 

This has been one of the most acute public problems 
of late. Coming now to the field of further regulated in- 
dustry and dealing with the railways, I can refer to that 
very briefly. The railways have always been regulated in 
the interest at one time of safety, plus monopoly, but the 
regulations in respect to that are archaic, in view of the fact 
that you have a perfectly free competitor on the roads, by 
coastwise shipping and by canal, and most of that kind of 
regulation ceases to be really important, and the alterations 
are hemmed in by all kinds of survivals, and the alterations 
in their rates have to be made subject to supervision by a 
government commission. I need not go over that ground be- 
cause it is familiar to you and has some points of similarity, 
but it is quite certain that we are not in a position of per- 
manent equilibrium; that there is in the interests of the 
community and of the railways a position to be found which 
will preserve the advantages of individual initiative, of local 
requirements, will keep out the flattening and sometimes in- 
hibiting effect of purely bureaucratic management and yet 
at the same time will give the public a fair deal, and all the 
various interests will be properly represented and regulated. 

Precisely what that solution is to be, nobody has yet 
dared to prognosticate. There are those on the extreme left, 
of course, who say that you will never get peace, never get 
balance until you have a complete nationalization of all 
forms of transport. Personally I don’t hold that view be- 
cause not only is it an extraordinarily difficult thing to run 
as a bureaucratic institution, but it is very difficult to see at 
what particular point it stops. Certainly it can’t stop short 
with us with coastwise shipping, and the moment you get 
into coastwise shipping in regular routes, you get into coast- 
wise shipping with tramps, and the moment you get into 
that you are in shipping as a whole, and also port authori- 
ties. 








































But at some point or other a line has to be drawn, and 
there is no doubt that in the next ten or twenty years, 
whether we see any kind of further government ownership 
of railways or not, we shall certainly see a much closer bal- 
ancing of these interests. 

Now I come to ships. You are all very interested in the 
Queen Mary, the giant Cunard-White Star vessel, and the 
knowledge that it has government support behind it, gov- 
ernment support that would not have been thought of but 
for the time of great depression and the desire to provide 
work to take men, as you wish to do here, off the relief 
rolls. In one way or another the government has now become 
involved in the Atlantic shipping industry. In another way, 
through various financial facilities and the failure of the 
Kylsant group, they are interested in a very large amount of 
passenger shipping in other parts of the world. When you 
once get in, it is very difficult to get out. We had an illu- 
stration of that by an incident that happened recently, which 
showed people rather luridly the risks of a real government 
interest in these things. The government undoubtedy has 
something at stake in the success of the Queen Mary and 
the new giant Cunard line’s experiment. 

There were some older and shallower vessels, notably 
belonging to the Red Star Line, that were in the market, 
and a small group proposed to buy these vessels and to start 
a completely new line of transport, tapping an entirely new 
market, as we transport experts considered, not attempting 
to get great speed or to cross the Atlantic in exceptional 
time, but to cater to a class of the population which has 
never been able to look at ordinary trans-Atlantic rates—a 
low fare and provision for meals as a quite separate item to 
be taken just as people want it. There are people who don’t 
want to eat a lot when they are crossing the Atlantic; in fact 
all their feelings are on the contrary. At any rate it was 
thought that under these conditions, so far from its being 
competitive with this new luxury liner with its great speed, 
it would create a new traffic and running from the depressed 
port of Liverpool, would help to support interests there. 
Well, no sooner had this project shown its head above the 
horizon than the Chancelor of the Exchequer sat up and he 
opposed it and his influence was great enough to delay it or 
stop it for such a time that the vessels passed into German 
hands. The project may still take form now because the 
government have retreated from the position they took on 
it, but for three or four weeks they certainly were opposing 
a purely individualistic advance along an extremely competi- 
tive and commercial line of business, because they had an 
interest in some other concern. Now you can see, those 
of you who are not inclined to the left but to the right, the 
kind of dangers illustrated by that. 

One of the most important things in which we are 
discussing control, is iron and steel, and there a long agita- 
tion for a tariff to prevent heavy importations from Belgium, 
with much lower paid labor, has been given its satisfaction 
in the form of a tariff on condition that it put its house 
in order by a certain time, which means that obsolete furni- 
ture shall be put out for good and other businesses shall be 
thoroughly rationalized and put on a thoroughly up-to-date 
basis. And so the government are renewing from period 
to period these duties on condition that signs of life in this 
direction are shown, and in order to precipitate the signs of 
life another catalyst in the form of an Iron and Steel Comp- 
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troller, as we call him, has been recently appointed and the 
chairman of the electricity group has been made the new 
promoter. He has very similar duties to those of the gentle- 
man in the coal industry. It is for him to get these people 
together and elaborate their ideas for rationalization, pro- 
mote amalgamations and generally to ginger up the industry 
and make it worthy of the tariff support that has had in it 
teeth of very considerable opposition from a country that is 
still in its bones, if not entirely free trade, at any rate noth- 
ing other than a very low-tariff-spirited country. 
Well, it is the duty of this Comptroller to get to work. 
He has recently been appointed and there will no doubt be 
given him more and more power as time goes on to bring 
about amalgamations and to stop considerably projects being 
held up by the ill-advised resistance or selfish resistance of 
two or three smaller members. In a country that has been 
noted for generations for shipbuilding, we have a number of 
shipbuilding yards that are very'old and redundant, with the 
requirements of shipbuilding apparently permanently low for 
the world as a whole, from one cause or another, and the 
problem of these yards has been met in a different way, also 
by a very indirect assistance from the government and the 
Bank of England, a company has been formed to buy up re- 
dundant yards and to dismantle them and make them in- 
capable of competition in shipbuilding. The funds for this 
have been provided by a series of issues of bonds or deben- 
tures. ‘The series of bonds or debentures is provided by a 
levy on all the remaining yards. So that whenever a quota- 
tion is made for shipbuilding, you always have to bear in 
mind that there is a levy to be paid to this central shipbuild- 
ing company or corporation for the service of the bond which 
has been used for the purpose of buying up derelict yards. 
You can see that a service is necessary, and amortization 
also, because the assets of redundant yards are not a very 
profitable group of assets to have at the end of the period 
of the bond. But the shareholders, the people responsible, 
the other shipbuilders, will find by this method at the end 
of the time that they have rationalized themselves out of 
their own costs. 
‘Then we come to a very much more difficult industry, 
the cotton industry, so dependent for a large part of its 
' prosperity on export trade. It has been clear to many of 
us, looking over the matter in the last thirty years, that Lan- 
cashire could not go on permanently exporting cotton goods 
to India at the same time it was exporting large quantities 
of cotton-manufacturing machinery. The two things could 
not be in permanent equilibrium. Sooner or later the ex- 
port machinery would win, and those countries to which it 
was exported would become much more self-supporting. A 
point has now been reached where Lancashire is facing a to- 
tally new world. ‘The Lancashire operator and the Lanca- 
shire cotton owner has seen many depressions and he is in- 
clined to say, “Oh, you are making a lot of fuss; trade will 
come back. My grandfather had this kind of thing in the fif- 
ties; my father had it in the eighties and there is no necessity 
to do anything.” ‘They are accused, rightly or wrongly, of 
being rather obscurantists and opportunists and not really 
facing the new world that is before them. And so all the 
effort that has been made to reduce the number of independ- 
ent processes in companies performing independent func- 
tions and to put them not only in the horizontal but in the 
vertical unit—all those things have been preached to people 


who simply wouldn’t accept the teachings and certainly 
wouldn’t act on it, and therefore very little has been done 
in the way of regulation in the cotton industry. At last, 
however, action is being taken by financial pressure, and 
I should not be at all surprised to find sooner or later even 
a cotton Comptroller or another precipitant put in, particu- 
larly if the efforts of those in coal and iron and steel should 
be successful. 

I come to the last and perhaps from your point of 
view the most pertinent of these efforts at regulation in 
industry. That is agriculture. There has been nothing 
short of a revolution in the outlook of agriculture in the 
last three or four years, brought about by the most drastic 
government intervention and compulsion and the use of 
government money. ‘The depression in agriculture in Great 
Britain has been a matter of the most serious concern and 
resolute steps at last have been taken to combat it. These 
have involved the most terrible heart-searching on the part 
of most of us, because they abandoned the most cherished 
freedom of trade in that particular area where we have 
valued it most, the freedom of imports of food to a large 
population, and they also involve the introduction of con- 
trols, and these controls are very novel to us. They are 
even more complete in their effect upon individual liberty 
than schemes found abroad, even more complete than per- 
haps some of yours. 

Whether you judge them by the number of workers 
employed, or the acreage under cultivation, the situation 
that had to be dealt with had become very serious indeed, 
progressively serious. In 1885, which was itself a period 
of great depression, we had two and a half million acres 
under wheat, and in 1930, less than one and a half, despite 
the very great increase in population. Barley, for example 
had fallen from 2% millions to just over one million, and 
hops from 71 thousand to 20 thousand. In the past three 
years, since these various schemes have been introduced, 
there has been a very considerable reaction and all these 
acreages have been materially increased, while the decline 
in the numbers of men employed on the land has been partly 
arrested. This change of direction coincides absolutely with 
government action, and it is quite impossible to attribute it 
to any other factor. It differs from anything found else- 
where. I am going to give you for a minute one or two 
of the principles involved, because you can make your com- 
parison with Germany, Italy and with the United States. 

In the case of wheat, there is subsidy for growing of 
ten shillings per cwt. against a market price of five shillings. 
The money for this is found by a levy on all the flour con- 
sumed whether made from home or imported wheat. It is 
hoped to make this self-supporting, and it is quite obvious 
that when imported prices rise through restriction of areas 
elsewhere, there will be less money to be found, the dif- 
ference between the market price and the stated price of 
ten shillings. Well, the acreage has gone up in England 
and Wales from 1,197,000 to 1,759,000 in three years, an 
enormous increase. I will admit that that is partly at the 
expense of other crops. It isn’t entirely bringing back 
grasslands into arable, but a passage into other arable crop, 
and the general production has risen from 19 million hun- 
dredweights to 35 million, so that is a clear evidence that 
it isn’t a matter of bringing into bearing poor land. 

Potatoes are under a marketing scheme, but this scheme 
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has been self-evolved. Under permissive acts it has been 
compelled by the government. It is to control imports and 
to raise prices, restricting the sale of small potatoes and 
also to check the new producers or the increase of acreage 
by old ones. Here we are getting right into the very heart, 
into the citadel of regulation and its effects. Hops are 
controlled as to the amount of acreage, the amount to be 
imported and the prices are very nearly double. The scheme 
differs from wheat because the quotas are given to individ- 
uals and a virtual monopoly is incurred for all the past 
producers. New entries are included and the relative posi- 
tion of individuals has been stabilized for a period. All 
this came about because the first attempt was successful as 
to price raising, but so many people were tempted to come 
in with those higher prices that very soon the effect would 
have been worse than at the beginning because of the in- 
creased area. 

Milk is now subject to the most elaborate scheme. 
Ail the buyers pay a milk board direct for what they buy 
and the milk board in turn after deducting expenses passes 
the proceeds on to the numerous producers. Well, produc- 
tion has increased and yet the prices have gone up too. 
The problem is to educate the people to a higher consump- 
tion of milk. It isn’t as high in England as in other con- 
tinental countries and even here. The surplus available 
to manufacturers is growing and it has now reached 28 
per cent of the whole. So the problem now is to limit 
imports of cream and condensed milk from Europe. Im- 
ports are hard to restrict. Milk prices vary in the different 
areas. The highest, of course, are those near the big popula- 
tions. This scheme is extraordinarily difficult to work and 
upsets many producers. It upsets our transport arrange- 
ments on the railway, because it has altered the center of 
gravity of production and consumption, and the government 
had to give special subsidies to maintain the producers’ 
prices. They have introduced a method of getting rid of 
part of the surplus by giving it free to school children. 

For pigs and bacon, we have two boards, a pig and 
a bacon board. They represent the producers and the curers. 
Contracts are entered into between the farmers and the 
factories for a specific supply at specific prices for specific 
periods and subject to heavy penalties for default, because 
the curers couldn’t afford to be held up by failure. Only 
registered producers may sell pigs for bacon and only regis- 
tered curers may buy for bacon. Pig producers who are 
outside the scheme, who haven’t come into the scheme, have 
only got the open pork market, not the bacon market. 
Well, at first it looked as if we were doing nothing but 
paying higher prices to Denmark for imported bacon, be- 
cause our own prices rose rapidly but the supplies didn’t. 
Danish bacon, being preferred for its greater leanness, still 
commands a higher price, but the curers are being put in 
a different position because of the unexpectedly large re- 
sponse of the pig breeders now. Once again the govern- 
ment had to come to the rescue with a short term credit, 
and this has shown the difficulties of control and vagaries 
of the consumers to a very marked degree. 

The government’s power to regulate the imports is 
being continually invoked to a greater extent than for any 
of the other schemes. The position so far is simpler inas- 
much as the imports are mainly from Denmark, outside 
the Empire, but they are so large a part of Denmark’s 


prosperity that it would not pay us to push that policy to 
the extreme. It never would pay us to reduce any of our 
customers who import manufactures from us to a position 
of complete impoverishment. Nearly a quarter of the total 
bacon supply is now home produced, against one-seventh 
previously. The policy is to maintain an even total supply 
so that you will see that as our home supplies increase it 
does involve limiting the imports from Denmark. 


Eggs and poultry are the latest subjects to have govern- 
ment attention. Increased prices and limitation of imports 
have not yet been involved; so far it is bulking and grading. 
I don’t know how it is in this country, but it seems to go 
against the grain to go into large processes of grading and 
bulking supplies for central stations, but they are chief 
devices in order to improve this industry. 


Sugar beets is a very important matter. It is a subject 
of a recent report, and I am not going to dwell on it very 
long. It has been for years the object of considerable state 
aid, and the cost per ton of sugar is enormous. The home 
production is now about one-fifth and the acreage has in- 
creased fifty per cent in three years, but the country is 
alarmed at the amount of the subsidy per ton and I am 
quite sure that it will be discontinued before very long. 

In the case of beef we haven’t a regulation in the 
ordinary sense except that under the Ottawa and Argen- 
tine agreements there is a considerable subsidy to home 
producers, and efforts are now being made to induce the 
Dominions and Argentine to accept a levy on imports as 
an alternative to drastic restriction or to supplement a 
moderate restriction. 

Then we have schemes now in prospect even for rasp- 
berries and herrings. So you see how far we are getting 
into this new sphere of regulation. Although there is a 
great general desire to re-establish the method of doing it, 
whether by quotas or duties or restriction, schemes are 
highly controversial. In 1931 we gave by law the first 
facilities for organized marketing, permission for a majority 
to construct schemes which would compel a minority, but 
it came to very little because there was nothing on the 
import side and whenever these began to improve prices, 
unrestricted imports brought about some kind of collapse 
of the scheme. Only the scheme for hops really responded, 
but in 1933 people faced up to the consequences of all this 
and the missing feature of regulation of imports came in 
and now we are well on our way to complicated schemes 
of import duties. I could say a great deal but my time is 
gone. This has been attended by many problems. Obvi- 
ously the first one is that of administrative control where 
the difficulties are very great, where you are dealing with 
a large number of producers. It is easy where you are 
dealing with a few, as in the case of hops perhaps with 
only a thousand, but where you are dealing in the case of 
over a half a million, as in poultry, you have a very great 
problem in administrative control. You can spend as much 
in postage as the particular individual’s effort would repre- 
sent in the market. 


The difficulties you have in the case of bacon, where 
you have got an alternative market for the pig in the pork 
market—that very nearly shipwrecked other schemes. You 
can see when looking ahead that eggs and poultry are, as 
it were, correlative as alternatives. As fast as you press 
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up one market you may depress another. Then the relative 
positions of home and foreign supplies are very important, 
especially for a country like ours which is so dependent on 
our investment income abroad. So we can’t play fast and 
loose with the interests in Argentine or New Zealand or 
Denmark or Sweden. And then the effect of price upon 
consumption is vital. We have seen, as in the case of hops 
where it is only a small proportion of the total price, that 
you can absorb quite a change without hurting anything; 
or even in the case of potatoes, where large bulk in relation 
to the low price is the important factor, but in other things, 
like the bacon schemes, consumption is very sensitive and 
before you know where you are the mass of the people have 
passed from one class of bacon to another by a slight 
change of price. A quota system is bound to put an end 
to free entry into occupations and businesses, and that is 
undoubtedly a very vital constitutional feature. The farm- 
ers like it; they have been getting great benefit; but they 
are like Oliver Twist, they are asking for more. We have 
got to face the large constitutional principle of possible 
monopolization of the whole of trade and the effect upon 
new enterprise, standardization of the result and the possible 
jugging of old enterprise and initiative, the dependence of 


business upon state money and the question whether you 
can ever have state money and subsidy which don’t ulti- 
mately involve state responsibility. 

Then you have the whole question of the validity and 
the extent of majority coercion and the loss of economic 
freedom. We have the larger questions of the relations 
between our total imports and exports, which are an eco- 
nomic subject that I must not develop today. I have tried 
to put you au rapport with the most recent developments 
of regulation of industry. There is the greatest apprehen- 
sion not only on the subject of the balance of trade but 
as to the point at which it is right to press the recovery in 
agriculture at the possible expense either of the cost of 
living or of our export trade, and also at the cost of con- 
stitutional principles that in a liberty-loving country we 
hold dear. But the fact remains that the position of extreme 
and drastic action had to be taken, and has been taken. 
Precisely where equilibrium will be found, whether we are 
on a slippery float which will land us to even greater 
changes, I can’t say, but the price of liberty is eternal 
vigilance, as was once said, and it is truer than ever today 
in the economic sphere. I need not tell you that in the 
United States. 


The Roosevelt Monetary Program 


By HENRY MORGENTHAU, JR., Secretary of the Treasury of the United States 
Radio Address Made from Washington, D. C., May 13, 1935 


which, I hope, will contribute to a clearer under- 

standing of the monetary policy of the United States. 
1 shall not enter into complicated discussion of the theory 
of money. I shall merely tell you what was done, why, and 
the effect. 

In order to examine the record in logical sequence, it 
is necessary to review, briefly, the background of our present 
problems. Foreign trade has, from the beginning, been an 
important factor in the business of the American people. 
During the eighteen years immediately preceding the out- 
break of the World War, we exported $31,000,000,000 of 
merchandise, almost all of which was paid for with goods 
and services that we received. The net gold movement to us 
was relatively small, amounting to $174,000,000. 

Foreigners invested in the United States, during those 
eighteen years, $2,000,000,000; Americans invested abroad, 
$1,000,000,000. At the outbreak of the World War, the 
American people owed the world $3,000,000,000 more than 
foreigners owed us. That was what the ledger showed on 
July 1, 1914. 

With the beginning of the World War, a tremendous 
change took place. From July of 1914 to the end of 1922, 
we exported $47,000,000,000 worth of merchandise. Much 
of this was paid for with goods, services and gold, but there 
remained due us a balance of $19,000,000,000, for which 
we took mostly promises to pay. 

Now note the contrast. In the previous eighteen-year 
period, with our country one of the world’s attractive fields 
for capital investment, we drew in about $1,000,000,000 net 
from abroad but when we became a creditor nation, the 
net outflow of capital reached $19,000,000,000 in the eight 
years between the beginning of the World War and the end 


|: is my purpose tonight to state a few simple facts 


of 1922. 

Nor did we stop there. We continued to export more 
than we imported, thus accumulating an additional $2,500,- 
000,000 of net foreign investment by the end of 1929. 

If we deduct from the grand total of our loans and 
investments abroad all of the loans and credits that foreign- 
ers have here and then examine the status of our net foreign 
investment, we find that an amount equal to two-thirds of 
it is today in partial or complete default. 

There you have the background, from an American 
point of view, when in 1931 things headed toward a crisis 
all over the world. Credit and currency difficulties which 
had been spreading throughout Europe came to a head in 
the spring of that year. On September 21, 1931, Great 
Britain suspended gold payments. Norway, Sweden and 
Denmark followed within a week. Japan acted in Decem- 
ber. Other nations either went off gold or took equivalent 
action to control their foreign exchange. 

As the nations went off gold, the value of their curren- 
cies in international exchange dropped sharply, and our cus- 
tomers found it difficult to get dollars with which to pay 
for American products. They could trade with each other 
to some extent, but they bought from us only what they 
could not do without. The physical volume of world export 
trade dropped about one-fourth from 1929 to 1932, but our 
exports dropped almost one-half in the same period. 

During 1932 England increased her share of the world 
trade by 16 per cent over the previous year, and Japan by 
29 per cent. To say that we merely shared in world-wide 
misfortune is not entirely accurate, because our share in- 
cluded an additional penalty for remaining on the old gold 
standard. 

While total world export trade declined, those coun- 
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tries which promptly went off gold increased their share of 
what remained. 

Some of the countries became alarmed because they 
could see the bottoms of their gold bins. They and others 
exerted pressure to have foreign credits called home. Some- 
times these credits responded by going in the other direction 
just as fast as they could travel. Gold was stampeding from 
country to country, always leaving the place where it was 
needed, and rarely doing its new hosts any good. 

In January of 1932 gold began to leave the United 
States in alarming amounts. ‘This was fair notice to all 
concerned that our turn was next. The panic was knocking 
at our door, but nothing effective was done to avert it. Euro- 
peans knew that we could not maintain our currency at the 
old gold level without a further ruinous deflation of our 
prices, trade and industrial activity. Facing that crisis the 
previous administration stubbornly refused to take action, 
evidently under the impression that that was a proud achieve- 
ment, when it obviously was economic suicide. 

Foreigners had left here more than a billion dollars 
to enjoy our high interest rates and prospects of quick profits. 
Seeing what was happening, they judged that it was high 
time to take this money home. ‘They did so, and the panic 
was on. We could not offer them their defaulted paper 
when they called for their money. We could not even offer 
them their paper that was not in default. We had let them 
have the money on long-term loans, and they had short-term 
loans here. Our long-term paper was not due, while their 
short-term loans could be collected and their stocks sold. 
They could demand gold for every dollar due, and that is 
what they did. Thus it happened that, in the first six 
months of 1932, we witnessed the incredible spectacle of 
gold going out of the world’s greatest creditor nation on 
every ship, nearly all of it to nations that were in our debt. 
Still nothing effective was done to avert the disaster. 

Stupendous as the gold movement was, we could not 
ship fast enough to meet the demand, and speculators took 
advantage of the situation to sell the dollar. They were not 
all foreigners, either. However, the citizenship of these snip- 
ers is not important since their dominant trait is an utter 
lack of patriotism or loyalty to the nation. They would 
sell civilization itself short if they could, and for all they 
knew at that time they might have been doing so. 

Our loss of gold, added to the calamity of declining 
trade, falling commodity prices, and widespread unemploy- 
ment, caused bewilderment and then panic. ‘The disaster 
swept over our country with the fury of a hurricane. Within 
a few months our financial structure was in a state of col- 
lapse. 

In the month of February, 1933, and up to the time 
President Roosevelt took office, about half a billion dollars 
in gold and nearly two billion dollars in currency were 
withdrawn from our banks. They were closing, not indi- 
vidually but by whole states at a time. That was the situa- 
tion when this Administration came into office. On taking 
his oath, Mr. Roosevelt assumed both the duties of Presi- 
dent and receiver for a concern, the richest on earth, but on 
that tragic day face to face with insolvency. 

We were headed for disaster unless the run on the banks 
could be stopped, and our gold reserves reassembled. Both 
objectives were promptly achieved. The President’ procla- 
mation closed the banks, ending the run, and the gold was 
ordered into the custody of Uncle Sam under penalties. 





Those two acts met the domestic emergency. An embargo 
on gold exports was declared and that ended the outward 
flow. ‘This effectively took us off the gold standard and 
the dollar began to adjust itself to the realities of the world 
situation. 

In going off gold, we were not the first, we were 
the thirty-first. The operation was completed in January 
of 1934 when the dollar was revalued and set at 59.06 per 
cent of its former gold content. Since that time we have 
enjoyed the soundest. currency in the world. It is, in fact, 
so sound that we find gold flowing back into this country to 
take refuge in our dollar; not to pay balances but to find 
safety. Some of the same sharp-shooters who personally 
conducted the flight of gold from this country during 1932 
and the first two months of 1933 are now bringing it back. 

But let us return to the record and see what our new 
dollar did for our foreign trade. I shall take all three of the 
commonly used yardsticks and apply them. 

First, measured in physical volume, the United States 
increased its export trade during 1934, as compared with 
both 1932 and 1933. 

Second, measured in dollar value the United States 
increased its foreign trade in 1934, as compared with 1932 
and 1933. 

And, finally, measured by percentage share in the physi- 
cal volume of total world trade, we again show an increase 
over both 1932 and 1933. 

This is the more remarkable because the volume of our 
agricultural exports was declining. 

In 1934 we shipped one-third less cotton than in 1932; 
but we got 7 per cent more money for it. 

We also got a higher price for our wheat, but the 
drought can account for most of the increase. 

Our wheat exports have also been affected by quotas 
and embargoes. Some of our former customers prefer, for 
reasons of national policy, to grow their own wheat, regard- 
less of price. 

Because of these unusual factors, I cannot trace with 
accuracy and fairness the full effect of our monetary policy 
upon agricultural exports. 

A better test is offered by manufactured goods. The 
physical volume of all our finished manufactures exported in 
1934 increased 37 per cent, compared with 1932; semi-manu- 
factured increased 47 per cent in the same period. 

To be concrete, let us take a specific article, such as 
the automobile. In 1930 we exported 238,000 cars. In 
1932, with our country one of the very few remaining on 
the old gold standard, we exported 65,000 cars. In 1933, 
under the Roosevelt monetary program, our exports shot up 
to 107,000 cars. Last year they more than doubled. They 
came right back to where they had been in 1930. 

During the disastrous period of declining sales, the 
world still wanted American automobiles but it could not 
get the dollars to pay for them. Nothing startling developed 
in the way of foreign competition; our dollar prices had not 
gone up, and quality remained just as good, or improved. 

We simply had an interim during which we could not 
sell because the dollar was too high in relation to other world 
currencies. This Administration lowered the gold content 
of the dollar and the foreign market is being restored to our 
automobile manufacturers with such rapidity that the bene- 
fits are already nation-wide. 

Some people have been telling you that there simply 
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could not be any benefit in restoring trade by bringing our 
money into reasonable relation with the other moneys of the 
world. I decided to get the answer to that question from 
the manufacturers themselves. They ought to know best. I 
asked the executive heads of twenty-nine large representative 
firms whose products are a cross-section of our industry to 
tell me: 

First, whether they are getting any more foreign trade. 

Second, whether employment in their plants has in- 
creased. 

‘Then, I examined their published reports to find out 
whether they were making any profits. Here are the com- 
bined answers. 

To the first question, whether they are getting any 
more foreign trade, they answered “Yes.” In 1934, which 
was the first full year under the Roosevelt monetary pro- 
gram, their export sales were 59 per cent greater than in 
1932, 

To the second question, whether the number of their 
employees has increased, they also answer “Yes.” Two 
hundred and four thousand more men and women were 
working in their plants during 1934 than in 1932, an in- 
crease of 34 per cent. 

To the third question, whether they are making any 
money, the answer is again “Yes.” Their combined loss 
in 1932 was $121,000,000; their combined profits for 1934 
were in excess of $128,000,000. These figures include their 
losses and earnings on domestic sales also. Domestic sales 
followed substantially the same course as their foreign sales. 
When foreign sales hit rock bottom, so did domestic sales; 
and when foreign sales recovered under the Roosevelt mone- 
tary program, domestic sales recovered with them. So there 
you have the testimony of the best qualified witnesses. 

Under the monetary policy of this Administration, they 
lifted themselves out of a deficit in excess of $100,000,000 
to earnings in excess of $100,000,000; and employment in- 
creased by more than 200,000. 

There are many indications that world trade will con- 
tinue to increase. Our monetary policy in relation to foreign 
trade is not intended to capture business, but merely to pro- 
tect our normal share. So far from engaging in a competi- 
tive devaluation race with the other nations, we hold out to 
them a currency of such steadiness that the normal tendency 
may very well be for the rest of the world to move gradually 
toward practical exchange stabilization. If that can be 
achieved, the final step should come easily and almost of its 
own accord. Unless somebody rocks the boat, that would be 
the natural course. 

In estimating the future of our foreign trade in rela- 
tion to our monetary policy, we may as well face the question 
whether we wish to sell abroad vast quantities of goods that 
the buyers cannot pay for unless we lend them the money. 
Of course, if we want more paper there are plenty of inter- 
national bankers to arrange the details. We felt rich on 
that paper during the roaring ’20s. Now we know better. 

In place of paper, under the operation of our new mone- 
tary policy, we have been receiving large shipments of gold 
and silver, Some of it came to settle trade balances and some 
represents capital seeking refuge in our sound currency. 
Various economists will tell you that this policy is likely to 
end our foreign trade; that first we strip the world of gold 
and then our foreign trade dies. 





But we are not stripping the world of gold. We have 
more gold than ever before, but the world supply of mone- 
tary gold is also increasing. Production now proceeds at the 
rate of about $1,000,000,000 annually and will continue to 
increase. [he great nations are restoring their reserves. 
Meanwhile, percentages of the total held by the various 
nations show no alarming changes. We had 41.7 per cent 
of all the monetary gold in 1922 and now we have 38.8 per 
cent. France had 8.4 per cent in 1922 and now she has 
24.8. Great Britain lost gold heavily before she suspended 
gold payments in 1931, but since then has increased her 
share from 5.2 per cent to 7.2 per cent. 

With increasing gold production and hundreds of mil- 
lions of dollars’ worth of the yellow metal being brought 
out of hiding, surely some of it can be used to pay balances. 
We are also endeavoring to restore silver to greater useful- 
ness as a monetary metal. It is the money of a large part of 
the world’s population. 

Objection to our course is sometimes based upon the 
assertion that we would bring vast quantities of the world’s 
gold and silver here, only to be locked up in the United 
States Treasury. The phrase commonly used is that the 
gold and silver thus becomes sterile. At least, however, it 
goes to swell our monetary reserves. Loans in default are 
not very good backing for currency; indeed, they might, 
without undue asperity, be described as also sterile. If we 
must choose between the two, this Administration elects pay- 
ment of international balances in monetary metals. 

You have heard the argument that we should stabilize 
by declaring that we will not change the present gold con- 
tent of the dollar. Some even go so far as to say that the 
other nations would certainly follow, if we took the lead. If 
we launched out alone on such a course, it would put us right 
back where we were in 1932, and offer a tempting invitation 
for the others not to follow, but again to take advantage of 
our disadvantage. 

We realize the importance of world prosperity, and will 
evade no opportunity to assist in that direction, except the 
everpresent opportunity to donate prosperity at our own 
expense. 

In conclusion, I should like to summarize this state- 
ment by saying: First, you have an absolutely sound dollar. 

Second, the monetary policy of this Administration res- 
cued us from chaos; held the fort through the most trying 
period of our recovery program, and is now the spearhead 
as we advance steadily toward our goal. 

Third, of the great trading nations that revalued their 
currencies, we were the last, until quite recently, when Bel- 
gium joined us. 

The world should know that when it is ready to seek 
foreign exchange stabilization, Washington will not be an 
obstacle. Our position was that of an innocent bystander 
who suffered in a fight that he did not start, and from 
which he could not escape. Why should we be singled out 
and admonished that the moral duty to restore order is pri- 
marily ours? Before we make any commitments, we must 
be sure that we will not lose what we have just regained. 
We are not unwilling to stabilize. However, if the great 
trading nations elect to continue under the present absence 
of rules we are no longer at a disadvantage. We revalued 
our currency no more than was necessary and we can go 
either way. Our hands are untied. 
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Can the Parties Live Without 
Patronager 


By ARTHUR H. VANDENBERG, United States Senator from Michigan 


Delivered at the Dinner of the General Council of the National League of Women Voters 
At the Hotel Washington, Washington, D. C., May 8, 1935 


AM asked to discuss tonight the following question: 
I “Can the parties live without patronage?” 

If you have the nerve to propound such a revolu- 
tionary interrogation—which, on the basis of national ex- 
perience, is no less novel than to ask whether the human body 
can function without blood—I am willing to try to answer it, 
provided you are willing to help me “hew to the line, letting 
the chips fall where they may.” 

“Can the parties live without patronage?” 

The inquiry, of course, is wholly academic and specula- 
tive because neither of our great major parties ever tried it 
—least of all the acquisitive political dynasty of 1935 which, 
up to last New Year’s, had added 87,267 political jobs to 
the national roster—in 38 new and ambitious bureaus—all 
deliberately exempt from civil service restraints—all holden 
to the fertile Alphabet and the yuletide Democracy for their 
positions—and all, plus numerous other beneficiaries of 
prodigal federal bounty, admonished at election time not “to 
bite the hand that feeds you.” 

This payroll regimentation is in the process, at the 
moment, of further accretion through the mobilization of 
new and added kindred battalions of the faithful, among 
them, we are told, not less than 1,000 must be immediately 
hired just to write checks for the others. I think it may be 
observed, without partisan exaggeration, that we can scarcely 
be said to linger in the midst of a laboratory experiment in 
“parties without patronage.” On the contrary, this is jubilee 
year for Santa Claus astride a political mule. 

But I assume your question is not ironical—even though 
it be, at the moment, much like asking at a children’s picnic 
whether candy should be prohibited. I assume your question 
is a serious one—perhaps even more serious than usual, in 
view of the comment of Mr. Luther C. Steward, President 
of the National Federation of Federal Employes, who some 
time ago said: 

“There is an atmosphere of cynical indifference on 
the part of national authorities who should be standing as 
the bulwarks of the merit system. * * * Spoilsmen are 
undermining the whole structure of the civil service.” 

I hesitate to quote Mr. Steward’s more recent acid 
statement in Baltimore on last April 27 before a local unit 
of the League of Women Voters. His drastic strictures—- 
with reference to what he called the Washington “job fac- 
tory” and its “haphazard methods of staffing and stuffing” 
the public payroll with “obscure zoology professors and un- 
important merchants’”—would be accepted as righteous truth 
from one who speaks, officially and impartially, for the great 
body of outraged federal civil servants; but it would be sus- 
pected of violent partisan bias if repeated by me, however 
literally. So I abstain. I would not want to be indicted, 


in the classic language of a great contemporary spokesman 
for those in authority, whom I quote with apologies, as being © 
“too damn dumb to appreciate the finer things of life.” 

But such circumstance, I repeat, may be the precise 
reason why it occurred to you to ask your question at this 
particular moment—‘‘Can the parties live without patron- 
age?” ‘The inquiry may be born of desperation. 

So I confront the question seriously—and in its deadly 
realities. I confront it with the frank acknowledgment that, 
in past history, the hungry Republican Party often has played 
with patronage in a degree only less acute and less expert 
than that indulged by the present regime because we simply 
lacked the facility, the imagination, the rhine hide, and the 
Tammany tutelage which more recently have addressed 
themselves to this engaging and profitable game, 

I claim no monopoly of virtue upon this score for those 
with whom I have been and still am politically affiliated. I 
freely confess we displayed no great enthusiasm for purifica- 
tions, when we had the power, and when it was our particu- 
lar henchmen who would have ridden in the tumbrils. But 
“while the lamp holds out to burn, the vilest sinner may 
return.” Indeed, as an evidence of my anxiety to be com- 
pletely non-partisan in this non-partisan forum, I go back 
to a great Democrat for my text and inspiration. I go back 
to one of the sturdiest patroits who ever occupied the White 
House. I go back to the splendid, rugged Grover Cleveland 
and his immortal apostrophe—“Public office is a public 
trust.” I subscribe to his doctrine with all its implications; 
and, paraphrasing another great American who once invoked 
the shade of Daniel Webster in the midst of a critical Con- 
stitutional debate, 1 say—“Oh, for an hour of Cleveland 
in our strivings to resolve this and many others of our 
problems!” 

You ask me: “Can the parties survive without patron- 
age?” 

If by “patronage” you mean to identify governmental 
positions which legitimately involve the formulation of poli- 
cies, or the exercise of administrative discretion, or essential 
personal loyalty to the dominant regime, I answer “No.” 
I say that parties cannot and should not attempt to live 
without this particular type of so-called “patronage’—be- 
cause our representative institutions function through parties 
and they must have unfettered opportunity to respond to 
these responsibilities through their own chosen and depend- 
able agents in key positions. 

But if by “patronage” you mean the vast army of civil 
servants who occupy ministerial positions and function in 
service tasks which are inherently the same under any polit- 
ical dominion, I answer “Yes.” I say parties can and should 
live without such patronage; that the country will be better 
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off from such continuity of experience; and that the parties 
themselves will be the stronger in whatever degree they 
awaken to the realization that “the best service” is in the 
long run “the best politics.” 

Then, again, if by “patronage” you mean the post- 
election exploitation of governmental favors by the incumbent 
victors—if you mean, for example, what has come to be 
called since the dark days of 1929 “playing politics with 
human misery”’—if you mean the dissection of America as 
one cuts a pie—if you mean the use of the people’s Treasury 
as @ partisan campaign fund—I not only answer in the 
affirmative, but I also add that any violation of these ethics 
is tantamount to civil treason; that transgressors—be they 
Republicans, Democrats or Mugwumps—deserve to be 
drummed out of public life; and that Grover Cleveland was 
immutably and everlastingly right—“Pudblic office is a public 
trust.” 

I assume that in speaking of “patronage” you use the 
word largely in its colloquial sense; you largely mean civil 
service and the merit system. Let us attend, for a moment, 
to this restricted phase. I assume you want to face facts and 
realities as they nakedly exist; and that these facts and reali- 
tics may be set down in truth, without fear that a clinical 
examination may be prejudiced because of its partisan source. 
If so, let us start with frank consultation of things as they 
are. I quote another great non-partisan organization, the 
National Civil Service Reform League, which speaks rug- 
gedly of contemporary things as follows: 


“At the outset the party leaders were faced with 
the dilemma of redeeming party pledges of govern- 
mental economy, while at the same time satisfying the 
thousands of partisans who expected to receive a sub- 
stantial reward for campaign services. * * * Conflict of 
these two incompatibles has done serious damage to the 
merit system in the civil service.” 


There you are! The old, familiar story, regardless of 
what party is in power. ‘The irrepressible conflict of in- 
compatibles. It exists whether Democrats or Republicans are 
in control. Surrender to spoilsmanship, historically, is only 
a matter of degree. I cannot emphasize too strongly that I 
claim no immunity for my own party. I simply marvel, in 
retrospect, that, by comparison, we should have been so inept 
as cafeteria proprietors, 

But, again reverting to your question, I am not one of 
those who believes this war between appetite and service 
must indefinitely and inevitably be lost to the latter. I think 
the conflict can be resolved in favor of the tax-payer and 
public efficiency—particularly if the great, salutary, political 
influence of organized American women shall answer reveille 
in this behalf. But such a prospectus calls from all of us 
first for confession, then for absolution, and then for real 
reform. 


Let me immediately admit that it is very much easier 
for the “outs” than for the “ins” to speak bravely of these 
things. There is absolutely nothing heroic about my con- 
temporary dedication to this purge—at a moment when all 
the jobs are beyond my reach, and when my distinguished 
friend from Wyoming and his Democratic Party colleagues 
have the exclusive but uncomfortable privilege of trying to 
find enough plums to go round. 



























































But the “outs” sooner or later always get back in again 
—and the “ins” out—under our system; and if the country 
can just catch each of them in their moment of empty- 
handed contrition (as you catch me tonight) and tie them 
irrevocably to this New Ideal (I did not say “New Deal”), 
there is hope for the future. To that end I hereunto set 
my hand and seal (and thus undoubtedly terminate my 
popularity in many quarters). 

The obvious place to begin, it seems to me, is with the 
Post-Office Department, because—strange paradox !—this is 
the department which has the most “‘politics” at the top and 
the most “civil service” at the bottom. On the latter score, 
it has already proved, by the rarest and most spectacular 
efficiency displayed in any public utility in the United States, 
that the merit system can succeed and thrive in a democracy 
like ours. I am happy to add that the able Senator from 
Wyoming was an honored national executive with an ex- 
emplary record in this service. 

I can think of no good reason why a lot of political 
postmasters should be super-imposed upon this great postal 
system ; excellent and earnest servants though many of them 
are; and, directly answering your question, I think parties 
can survive without these traditional perquisites. 

I can think of no good reason why the Post Office De- 
partment should not be a career service from the bottom to 
the top; or why the pavement-pounding letter carrier, if he 
proves an ability equal to his aspiration, should not be able 
to look forward to heading his own post office and ultimately 
even moving on to higher administrative responsibilities in 
Washington. Do I think that “parties can live without this 
patronage?” 

The most persuasive answer I can give you, in my own 
behalf, is to tell you that I have presented just such a pro- 
posal in the Senate of the United States. So has the dis- 
tinguished Senator from Nebraska, Mr. Norris. And to the 
credit of my able friend, the Senator from Wyoming, let me 
testify that he too has moved partially in this same direction. 
My complaint against his pending proposal, though it is 
abstractly a great step ahead, is that it would appear to me 
to be so drawn—no doubt unwittingly—as to pretty well fix 
every incumbent Postmaster in 1938 (by which time all of 
them will be Democrats) in his job for life, and thus to post- 
pone the real inception of a real “career service” until 1950 
or 1960. I hate to wait that long. If he will amend 
his proposal so that incumbent political postmasters shall 
quit at the end of their full four-year terms, and their places 
thereafter shall be filled wherever possible from the ranks, I 
shall join him to the end of the battle. 

This, it seems to me, is the ideal test of the “career 
service” in our public life. I am certain we should find that 
“parties can survive without this patronage.” I am certain 
the new philosophy thereupon would become contagious. 
Indeed, the real question, in my judgment, is not whether 
“parties can survive without this patronage.” If the Ameri- 
can people take hold of this issue with the zeal which they 
are capable of enlisting upon occasion, the question will be 
whether “parties can survive with this patronage.” 

In many aspects the existing pretense of a so-called non- 
political postal system is very much of a travesty. Again this 
indictment is bi-partisan. I have heard of a Republican 
Assistant Postmaster General who is said to have gone to 
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Missouri and rallied all the lesser Postmasters in that State 
to their political campaign duties despite explicit regulations 
to the contrary. On the other hand, I have had more recent 
Michigan experiences with modern postal spoilsmen of the 
other faith. A hold-over Republican Postmaster at Howard 
City was summarily discharged for so-called “pernicious 
political activity” because his little country weekly dared to 
comment unfavorably upon a resolution adopted by the 
Democratic County Convention; whereas the Democratic 
Postmaster in the great metropolis of Detroit is und‘sturbed 
in tenure although, on the eve of last November’s election, 
he cunningly invited all the unemployed in Detroit hope- 
fully to register for subsequent jobs as “Christmas extras” — 
they pathetically stood in lines blocks long for many bitter 
hours on a cold morning—whereas it speedily developed that 
all these extra jobs had already been definitely assigned to 
favorites previously designated by Democratic candidates for 
Congress. ‘‘Political activity” never was and never could 
be more “pernicious”; nor could it ever be more completely 
ignored and condoned, than in this sordid instance. These 
are typical cross-sections of our problem. 

“Can parties survive without this patronage and these 
activities ?” 

If they can’t, they deserve to die. 

We must, of course, be careful with our definitions. 
We must concede that certain “patronage” —using the word 
in its broad sense—may bé wholly legitimate; indeed, inevi- 
table, in our political system. I would not think that a sys- 
tem which operates through political parties can or should 
be completely static in respect to personnel and policies. That 
would be an anomaly. The system itself would cease to be 
responsive to the people and would break down. We must 
constantly pursue the rule of reason. But it seems to me 
that the dividing line is reasonably clear. Our problem is 
to deal sternly and conclusively with “patronage” in its ex- 
ploiteering sense—in its fungus sense—in its gang sense— 
in its racket sense—in its chiseling sense—in its mercenary 
sense—in its debauching sense—in its Tammany sense. Cer- 
tain types of party machines could not survive without this 
latter “patronage.” But that is a final and conclusive reason 
why “patronage” in this latter sense itself should not survive. 

Nor do I believe that spoilsmanship is a political asset, 
in the final analysis. I think it may become a distinct 
political liability. I think this precise latter thing is happen- 
ing today. I think it is the greatest burden upon this admin- 
istration. Sooner or later public wrath declines to com- 
promise with such contemplations. Sooner or later, as a 
practical matter, “too much politics” becomes the poorest 
politics. This is one of the very tangible and practical rea- 
sons why I finally answer your question tonight in the 
affirmative. ; 

The need for new protections multiplies in proportion 
as the government broadens its popular contacts and controls. 
In whatever degree we are being diverted toward a regi- 
mented State under far-flung Collectivism (which God 
forbid!) we are correspondingly menaced by a new Franken- 
stein of bureaucracy. Bureaucracy is dangerous in a Re- 
public under any circumstances. But this jeopardy ominously 
magnifies if the bureaucracy is set up by political imperialists 
and operated by partisan tyrants to whom power is a political 
perquisite and to whom votes are a commodity in the market- 






place. In this aspect the curse of “patronage” becomes the 
malignant cancer in the body politic. I give you the recent 
admonishing words of Dr. Leonard D. White, present mem- 
ber of the United States Civil Service Commission : 

“Unless we have assurance of a better civil service 
than that to which we have been accustomed, it is peril- 
ous, to say the least, to embark upon a broad program 
of social reorganization which rests primarily upon the 
activity of government.” 

This “broad program” thus far has equipped itself 
solely on spoils and wholly in derogation of civil service. It 
has been and is a congeries of political patronage, permeating 
more than 3000 branch offices of more than 40 bureaus which 
penetrate every nook and corner of the land. It is the great- 
est plum crop in history. 

Now let us turn to another vital consideration. 

Let us remember, when contemplating “patronage” in 
its sinister sense, that the stream of ethical conduct can rise 
no higher than its source. Example in high places carries 
great persuasion. The well-springs of authority have large 
influence upon the subsequent flow. It is for this reason— 
if I may be permitted again to let my actions speak my 
thoughts—that I have proposed legislation prohibiting any 
officer of the federal government from simultaneously serving 
as an officer or member of any national political committee; 
and in turn prohibiting any of the latter from practicing 
before any federal department. It seems to me this strikes 
at the root of “patronage” evils because it would divorce 
administrative responsibility to the whole people from polit- 
ical responsibility to favored groups. It is the primary cru- 
sade if we are to establish this new conception. It can be 
the new ethical index established so significantly that all who 
run may read. 

The present President of the United States endorsed 
this emancipating philosophy one year ago and bravely ap- 
plied it to practically all of his official corps. I say “prac- 
tically all.” Unhappily he stopped the purge just short of 
the supreme politico, the master patronage co-ordinator of 
modern times, who is still divided—like all other Gaul—into 
three parts: one part, Chairman of his National Political 
Committee; one part, Chairman of his State Political Com- 
mittee; one part, Postmaster General whenever he can spare 
the time. 

There is nothing personal in this observation. Believe 
it or not, I am personally very fond of this genial ring- 
master of the contemporary circus; this general manager of 
patronage in his own and all other sectors of the more abund- 
ant life. But, as a matter of principle, I unreservedly agree 
with the uncompromising analysis of another member of the 
present Cabinet, the distinguished and candid Secretary of 
the Treasury, who publicly stated on June 21, 1934: 


“It has been demonstrated that holding of a polit- 
ical party office is not compatible with the public in- 
terest, and will hamper an officer or employee in the 
discharge of his governmental duties.” 


Thus speaks, not a Republican, but a high Democrat. 
He keeps company, in this respect, with Grover Cleveland. 
There is little for a mere Republican to add. 

If you ask me, as my Democratic friends usually do, 
whether there is not ample Republican precedent for this 
co-mingling of functions, my first answer is—‘‘What of it; 
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is not this a New Deal?” Shall not the country profit from 
its travail? My second answer is, as previously stated, we 
were pikers in comparison. Mr. Cortelyou resigned as the 
first President Roosevelt’s Secretary of Commerce on July 1, 
1904, the day he became National Chairman. No precedent 
there. After the campaign he returned to the Cabinet and 
held both positions for 22 months. That “precedent” ran 
cut, in present-day analogy, last January. Mr. Hitchcock 
resigned as First Assistant Postmaster General in the Spring 
of 1908, the day he took charge of President Taft’s cam- 
paign. He resigned as National Chairman on March 4, 
1909, the day he entered the Cabinet. ‘That “precedent” 
never was. Mr. Hays became Postmaster General on March 
4, 1921, and resigned as National Chairman on June 8, 1921. 
That “precedent” lasted 3 months and 4 days. It scarcely 
justifies a modern tenure—a modern mingling of the in- 
compatibles—which has already run 26 months and 4 days. 
Dr. Work left the Coolidge Cabinet in 1928 immediately 
when chosen National Chairman. That “precedent” stopped 
before it started. 

No: There are no precedents for today’s great Three- 
In-One. Furthermore, he himself is without political prece- 
dent as a machine genius—at least, this side of the Wigwams 
of New York. Do not mistake me. This is no crime. 
There is a certain admiration due the best in any line. I 
simply personify our problem—to sustain the point that we 
must reform the system, with new prohibitions and proscrip- 
tions, if we would seriously pursue the ideal we address. 

I call this Republican roll only to dispose of certain 
convenient and familiar New Deal alibis. Certainly it is 
farthest from my thought to indulge in individual recrimi- 






































nation. I but personify the principle of which I speak and 
for which I plead. I freely concede that if this were a con- 
test in mutual indictment, my able Democratic friend from 
Wyoming could identify many a Republican scandal which 
I would flatly decline to condone. No political campaign 
is a gilded lily. No political party’s history is a whited 
sepulchre. It is useful to look backward only that we may 
more intelligently look forward. Our hope and our dedica- 
tion, this evening, is for better days to come. 

It is my conviction that they can come. It is my belief 
that “patronage” in a legitimate sense can be separated from 
“patronage” in an illegitimate or an unwise sense. It is my 
hope that we can quarantine “patronage” within appropriate 
and rational bounds. It is my view that we can enlarge the 
American conception of a “career service” in public adminis- 
tration. It is my opinion that we can strengthen civil service 
to the advantage of “the forgotten man” (whom I identify 
as the American tax-payer), and to the welfare of any 
political parties which seriously serve the common weal. It 
is my conception that parties thus may not only survive but 
thrive. 

Make no mistake about it: I believe in political parties. 
I believe that representative government under the Republic 
cannot function except as majority public opinion may make 
itself articulate through one of two major political parties. 
I would not kill nor even jeopardize the party system. But 
I have too much faith in the party system to believe that it 
is dependent for its vitality upon “patronage” instead of 
“principles.” I have too much faith in America to believe 
that Grover Cleveland’s aspiration is impossible: “Public 
office is a public trust.” 


The New Fear 


By WENDELL L. WILLKIE 


President of the Commonwealth and Southern Corporation 
Before the United States Chamber of Commerce, Washington, D. C., May 1, 1935 


LITTLE more than two years ago the President of 
A the United States, in his inaugural message, called 

upon the American people to unite in an effort to 
lift the nation out of the devastating economic depression. 
In perhaps the darkest hour in our nation’s economic his- 
tory he thrilled and inspired us and few will forget that 
challenging sentence— 

“The only thing we have to fear is fear itself” 

and he urged us to face the crisis of that time with the same 
courage and fortitude with which our fathers had faced 
crises of the past. 

The American people responded with willing hearts to 
that appeal. By popular mandate unprecedented and al- 
most unlimited powers were granted. An entirely new set 
ot rules to meet emergency conditions were devised and the 
cooperation of business men was asked for in the observance 
and development of these regulations affecting industry. 

It can honestly be said that business men gave that co- 
operation. It is true that some of the new legislative pro- 
posals were so severe that protests were made against them 
and, in certain instances, they were modified. I think that 





the majority of Americans today will agree that the modifi- 
cations were wise. Under the new rules, unquestionably 
the country has made some progress; but it is clear that the 
progress has halted; and we have not yet achieved that 
economic recovery which is our earnest desire. What is the 
reason for the failure to achieve this further progress? Econ- 
omists, business men, students of economic history, have 
assured us that the basis for this progress is present but some- 
thing is holding it back. 

I want to say to you, with as much sincerity and sol- 
emnity as I can command, that in my judgment, there is 
only one thing that has halted the nation’s economic recovery 
and that is the very thing which the President told us he 
would eradicate from our hearts. 

The thing that is holding us back is fear. 

The fear that I am speaking of now is a different kind 
of fear than that which prevailed at the time of the Presi- 
dent’s message. It then might have been described as a fear 
of blind economic forces. That fear has now been dissipated. 

But the fear of American industry today is the fear of 
the hostile attitude of Government itself. The violent criti- 
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cism of American industry, the drastic and crippling legis- 
lative measures which are proposed to re-organize and reg- 
iment American business have prevented a restoration of 
confidence and have retarded the resumption of business 
activity. I am convinced that if a reasonable and fair legis- 
lative program for American business is adopted, or better 
still if legislative innovations are halted, we shall enter at 
once upon a period of gradual, but steady economic recovery. 

The industry with which I am connected is a signal 
illustration. For two years now it has been the special object 
of government attack and the victim of direct government 
and governmentally subsidized competition. Every week for 
the last two years, regularly and several times during most 
weeks, there have emanated from this city, drastic and defam- 
atory statements regarding public utilities and public utility 
holding companies. ‘The country has been fairly saturated 
with the tale of supposed abuses committed by the public 
utilities. 

It has been widely publicized that prior to 1929 the 
public utility industry was guilty of nineteen alleged abuses. 
It is said that securities were sold and are now held by a 
large number of investors in different states; that there is no 
uniform method of accounting among public utility holding 
companies with the consequent result that security purchasers 
cannot measure their respective values; that such securities 
were issued without the consent of public authority; that 
the total of such securities were issued to a greater amount 
than the bare physical value of the property against which 
they were issued; that in some cases such securities were 
issued upon the basis of present or prospective earnings; that 
there were instances of over-capitalization ; that utility hold- 
ing companies have had service, engineering and construction 
agreements with their operating companies from which they 
made excessive profits; that holding companies owning a 
majority or all of the common stock of operating companies 
exercised control over their operations, that in certain in- 
stances stock dividends were issued; that stock was issued, 
some of which was voting and some not voting; that holding 
companies were pyramided; that there were book write-ups 
of physical property value and that advantage was taken 
of various corporate devices to avoid payment of federal 
income taxes. If all or any of these counts warrant the 
sentence of death and dissolution, I am looking at an audi- 
ence filled with the representatives of corporations ready for 
the hangman’s noose. 

Those who present this indictment do not contend that 
these abuses were universal, or that many companies were 
not free of all or most of them. The recurrence of most of 
these abuses has since been prevented by the Securities Act 
and the Securities Exchange Act and it is agreed that seven- 
teen out of the nineteen were as applicable to all other forms 
of American corporate enterprise as to the utility business. 
However, by generalizing from isolated instances which were 
widely publicized, the stage was set for legislation of a dras- 
tic kind. 

In February of this year the Public Utilities Bill was 
introduced in the House and Senate of the United States. 
It had two purposes. In the language of the bill itself, the 
first purpose was “to provide at the end of five years for the 
elimination of the public utility holding company.” The 
other purpose was to impose upon the operating companies 


a regulation so strangulating and onerous that it would vir- 
tually make a Federal Bureaucracy at Washington the man- 
ager of some two thousand enterprises scattered throughout 
the United:States. The bill, however, specifically exempts 
all the government’s subsidized power projects and municipal 
operations from these regulatory provisions, permitting them 
to be unrestricted in their marauding competition with an 
industry which is to be straitjacketed. Perhaps the drafters 
realize with us that this means eventual government owner- 
ship. 

I believe that you men, representative of all phases of 
American business should have as lively an interest in pre- 
venting the passage of this legislation as the industry does 
itself. 

In the first place by reason of the attack and by reason 
of the government competition and governmentally subsi- 
dized competition the securities of utility companies have 
depreciated billions of dollars in market value in the last two 
years. In addition, if the business had been free from such 
attacks, its securities would have moved upward in unison 
with the securities of other industries during that period, 
and thus there would have been billions of dollars in appreci- 
ation to which the holders of utility securities were justly 
entitled. ‘These losses to the millions of holders of utility 
securities is staggering and its effect in holding back the 
pace of general recovery is very great. Obviously, you 
cannot thus strike down the market values of the securities 
of the second greatest industry in the United States without 
seriously retarding the process of recovery. And, if these 
attacks are continued and intensified by the enactment of 
the Wheeler-Rayburn bill, which as I said, seeks the abolition 
of the utility holding company, and places the operating 
companies under strangulating Federal regulation, the entire 
industry will be thrown into a chaos of liquidation and re- 
ceiverships and the losses to the holders of utility stocks will 
be practically complete and the processes of recovery set 
back indefinitely and measurably. 

The advocates of the Wheeler-Rayburn bill have sought 
to minimize the dangers and losses involved in the dissolution 
of the holding companies by suggesting various types of 
trusteeships and receiverships which might be employed to 
lessen the catastrophe. Regardless of their legal unsound- 
ness, it is apparent to any one of practical experience in the 
business world that these suggested palliatives would be little, 
if any, less disastrous than naked and immediate dissolution 
of the companies. You cannot throw an entire industry into 
trusteeship or receivership for a period of years without wip- 
ing out practically all the values of its junior securities. 
Therefore, even if these suggested palliatives were legal, they 
could not avert the stupendous and paralyzing losses which 
would inevitably follow the liquidation, in the midst of the 
depression, of securities totalling billions of dollars in value. 

If the pending bill is enacted, the liquidation of those 
securities within the next few years will be unavoidable. 
There are almost no cases in which the capital setup of the 
holding company consists of common stock alone, and only in 
such cases could dissolution be accomplished by apportionment 
of operating securities owned by holding companies without 
actual sale. In nearly all cases a huge volume of operating 
securities would have to be sold either privately or on the 
regular exchanges, during a time when everyone would know 
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that these huge blocks were hanging over the market, and 
under conditions that would prohibit any individual or cor- 
poration from buying and owning as much as five per cent 
of the common stock of any individual operating company. 
Under such circumstances the owners of the common stock 
of holding companies would receive nothing and the holders 
of preferred stock very little. And we must remember that 
to give them even the present market prices would be a gross 
injustice. Present prices are not merely ordinary depression 
prices, they are prices that have been artificially depressed in 
market value over three billion dollars by political agitation 
during the last two years. Please understand that a utility 
holding company is no different either in its corporate organi- 
zation or functioning than holding companies in any other 
line of business. Over 80% of American major corporations 
are holding companies. 

I say to you without exaggeration or overemphasis that 
if the utility business were freed from these three major 
threats, namely,— 


1. The passage of the Wheeler-Rayburn bill. 

2. The donation by the Federal Government to mu- 
nicipalities for the building of competitive municipal 
plants, 30% of the cost of construction and the 
loaning to such municipalities the balance of the cost 
at 4% interest. 

3. The transmission and distribution of electric energy 
by the Federal Government from Federal built and 
subsidized hydro plants in competition or threatened 
competition with existing privately owned facilities, 


all of which are artificially invoked threats by the Govern- 
ment, the electric utility business will do more to lift this 
country out of the depression, take more men out of the bread 
lines and off relief rolls than any other industry and with the 
multiple effects of restored confidence, expanding credit and 
the restoration of faith on the part of capital investors, do 
more than the Government itself can do with all of its ex- 
penditures. 

In addition, if these three threats were removed, utility 
securities would accelerate the upward march of the securities 
of other industries. I need not argue to you sound business 
men that any factor which reduces securities prices is itself 
an independent factor in prolonging this depression. People 
buy durable goods such as homes, furniture and automobiles 
when the value of their property is stable or rising. Nothing 
contributes more to their confidence in the future. 

When the value of their property is declining they have 
doubts and misgivings about the future. They feel them- 
selves impoverished and refrain from making commitments. 
‘This holds true especially if their property consists of secur- 
ities listed on the organized exchanges. And please under- 
stand that there are between five and ten million people in 
America who own utility securities; they all belong to the 
great frugal, thrifty, middle class who are the salt of the 
earth. 

Entirely aside, however, from your interest in the restor- 
ation of prosperity which can be materially aided by you in 
helping us, there is a specific and definite reason why the pas- 
sage of the Wheeler-Rayburn bill vitally affects you. The 
reason goes to the very preservation of your own business. 

These United States have been in existence for almost 











one hundred fifty years. “There have been created during 
that period, under the laws of the various states, hundreds 
of thousands of corporations. If the Wheeler-Rayburn bill 
becomes law it will be the first time in that long period of 
constitutional government that Congress has assumed by legis- 
lative fiat to order the dissolution of a corporation created un- 
der the authority of the laws of one of the sovereign states. It 
will certainly be the first time that Congress has ever author- 
ized a commission at its discretion to order such a corpora- 
tion to dispose of its assets and dissolve. 

It, however, is maintained that Congress under the com- 
merce -clause of the Federal constitution and its power to 
regulate the postal service, has full authority to order such 
dissolution and disposition of assets. If Congress has or ex- 
ercises such power under these provisions of the Federal con- 
stitution to thus affect utility holding companies, it likewise 
has power to order the dissolution of practically every major 
American corporation. All engage in interstate commerce 
to as great, and in most cases to a greater extent than do pub- 
lic utility holding companies; likewise their use of the mails 
is equally as extensive as is ours. 

Do you for a moment believe that if the principle of the 
right of Congress to dissolve by legislative fiat, corporations 
under such an unprecedented stretching of the commerce 
clause and the postal service provision of the Federal consti- 
tution is applied to us, that the rest of you for long will 
remain free from its application ? 

The drafters of this bill are self proclaimed disciples 
of the social theory that American corporations are too large 
and consequently their operations should be divided into small 
pieces. I shall not engage in any philosophical discussion as 
to the relative merits of this social theory, long advocated 
by Professor Felix Frankfurter, as compared to the system 
under which American business has been developed to world 
leadership during the last fifty years. Suffice to say, how- 
ever, that in my judgment, the application of such a theory 
to American business in whole or in part will result in a 
financial and economic chaos compared to which the present 
economic condition will look like prosperity, 

Any public inquisitor, with a sense of news values can 
take your business and prejudice the public mind by the use 
of isolated examples of abuses and error and declare that 
your dissolution will protect the public interest. As the 
President in speaking of his relief program the other night 
so well said, concerning abuses which have appeared in the 
relief program and which he, with his wisdom and foresight, 
knows will reappear, I quote— 


“When cases of this kind occur, there will be those, 
of course, who will try to tell you that the exceptional 
failure is characteristic of the entire endeavor. It should 
be remembered that in every big job there are some im- 
perfections. There are chiselers in every walk of life, 
there are those in every industry who are guilty of un- 
fair practices, every profession has its black sheep . . .” 


When I heard and read that statement, I momentarily 
thought, but of course incorrectly, that my oft repeated 
defense of the sound utility holding companies was being 
plagiarized. 

You must surely realize that if this newly born power 
of Congress to order the dissolution of corporations organized 
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under the laws of the various states is once made effective, 
that: politicians ambitious for an issue, prosecutors seeking 
quick fame, inquisitors with the lure of newspaper headlines 
will make it progressively applicable to every business which 
does not yield to their importuning or bow to their threats. 

I am as anxious as anyone possibly can be to prevent a 
recurrence of any abuses in the great utility industry. If 
there are any gaps between the regulatory powers of the 
states and the regulatory functions of the government, I am 
as desirous to stop such gaps in order that the clever and the 
wily may not slip through and bring down upon this great 
industry a flood of criticism such as we have sustained during 
the last two years. 

To that end there has been offered proposals to both the 
Senate and the House committees, amendments to the Secur- 
ities and Securities Exchange Act and the Federal Water 
Power Act which would effectively and completely prevent 
the recurrence of every abuse which has been enumerated 
either by the Federal Trade Commission or other inquisi- 
torial bodies that have been studying the matter. 

There is another one phase of the subject which has not, 
in my judgment, been sufficiently emphasized. The Wheeler- 
Rayburn bill, by reason of the fact that the provisions for the 
abolition of the holding company are more spectacular than 
its provisions with reference to the operating companies, has 
been widely publicized as a public utility holding company 
bill. It, however, is as applicable to operating companies as 
to utility holding companies. The drafters of this bill were 
not satisfied to destroy the holding company but having done 
so and having separated operating companies into a number 
of comparatively weak units which will be ready prey for the 
unregulated, subsidized government operations, they propose 
that the Federal Government should step in and take over 
the regulation which has been so long and satisfactorily car- 
ried on by the states. In a very short time a great bureau- 
cracy in Washington will be regulating the internal affairs of 
practically all utility operating companies in the United 
States. The result contemplated by the bill far outreaches 
the popular concept of Government ownership. From the 
time of the adoption of this bill the Federal Government 
will be in effect the super-manager of the affairs of most 
operating electric utilities. This in effect is governmental 
ownership without the necessity of paying to the owners of 
the property any compensation. It is management by the 
government of the affairs of these utilities without responsi- 
bility for the mistakes that may be committed, 

This implies that political management is more trust- 
worthy and more beneficient than private management in 
business, and that as government swells to omnipotence its 
citizens will be happier and richer. ‘These two propositions 
are exceedingly doubtful. For my part I cannot find proof 
of them in history from Sparta of old to Soviet Russia of 
today; and I regard it as certain that the history of advanc- 
ing liberty contradicts them both. No one doubts that sin 
exists, that greed and injustice have deep roots in the dis- 
positions of morally immature men, and that social control 
is necessary in industrial and even in ecclesiastical organiza- 
tion in order to protect us from these dangers. But most 
decidedly governments as well as individuals are to be num- 
bered among the sinners and self-seekers. This program of 
reform as well as others now pending before Congress seems 


to be dominated by the incredible superstition that govern- 
ment is exempt from the moral frailty of individuals, and 
that industry will be cured of its ills once bureaucrats take 
charge of it. What record of historical experience supports 
such a belief? Is it a reasoned principle or an ecstatic cred- 
ulity? This anyhow must be admitted that the immense en- 
terprise to be handed over to bureaucrats were not created by 
bureaucrats. And I leave it to the students of social his- 
tory to decide whether the evils of excessive profit seeking 
in industry are not more easily curable than the evils of ex- 
cessive power-seeking in government. 

Let me repeat to you again what the electric utility and 
operating companies of this country are seeking today: 


1. A reasonably regulatory utility holding company bill 
which will prevent the recurrence of all of the al- 
leged abuses which have been enumerated, 

2. A federal regulatory bill as to operating companies 
which will be limited in its provision to the regula- 
tion of the electric energy actually moving in inter- 
state commerce and which will leave to the several 
states, their full power of regulation over electric 
energy generated, transmitted and distributed within 
their own borders. 

3. A cessation of the giving of money and the loaning 
of the balance at low interest rates for the establish- 
ment of municipal electric plants which directly 
compete with business already established and in 
which people have invested their savings. 

4. Restrict at the switchboard the sale of power gen- 
erated by Federally owned hydro plants, such power 
to be distributed by existing distribution systems 
under such regulation as will insure to the consumer 
any savings that may be effected by such generation. 


I care not whether you be a believer in Communism, 
Socialism, the philosophy of “Share the Wealth,” “Distrib- 
ute the Wealth” or in Capitalism; it makes no difference 
whether you be a conservative, a liberal or a radical, you 
can subscribe completely to these requests of the utility indus- 
try. Neither Communism, nor Socialism, nor the Social 
theories of “Share the Wealth,” nor “Distributing the 
Wealth” are consistent with the destruction of wealth. 

The loaning of money to municipalities to build dupli- 
cate distribution systems does not distribute wealth, it de- 
stroys it; the building of duplicate government transmission 
and distribution lines does not communize or share property ; 
it annihilates it. The Wheeler-Rayburn bill recognizes by 
its language that there will be destruction of wealth in the 
dissolution of utility holding companies. The representative 
of forty-three insurance companies, the representative of five 
hundred sixty mutual savings banks, the representative of 
the American Bankers Association and innumerable econo- 
mists, all have testified to that inevitable result. 

The utility industry requests these reasonable protective 
safe-guards to which I have referred, under the presumption 
of simple justice. It prays for them in the name of the mil- 
lions of unemployed to thousands of whom it could give em- 
ployment if permitted to pursue its lawful purposes under 
Constitutional Government. Will you not help us to accom- 
plish this program and thus take people off the dole and put 
them on the payroll? 
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The Religion of War 


By RUDYARD KIPLING, Novelist and Poet 
Delivered in London, England, on May 6, 1935, at the Annual Dinner of the Royal Society of St. George 


ADIES AND GENTLEMEN: I am, unfortu- 

nately, a producer of fiction, not on a lavish scale, 

perhaps, but outside of that, I plead guilty to taking a 
certain interest in facts. 

Will you just allow me to run through a few facts 
which may be of interest to our meeting of today? First, 
let it be granted that when men die, they cease to live, and, 
as is said, neither have they a part in the formation of any 
law or anything that is done under the sun. 

Great Britain’s quota of men in the last war was over 
800,000 when the books were closed in ’21 and ’22. It 
would be within the mark to say that three-quarters of a 
million of these were Englishmen. Furthermore, a large but 
unknown number died in the next few years from wounds 
or disease directly due to the war. There is a third category 
of men incapacitated by the effects of sharpshooters, gassing 
and the like. ‘These carry a high death rate, because many of 
them burned out half a life’s vitality in three or four years. 
They, too, have ceased to be. All of these men were of 
average physique and without that happening they, I pre- 
sume, would have continued as part of our race. 

The selective elimination of so many men of one type 
and their replacement by so many persons of another type 
and their children, led to an extensive revision of all the 
standards of English thought and action. 

Now, there were a number of persons who, for various 
motives, dissociated themselves from the war at the outset. 
These, however, were all able to answer to their names at 
the close of hostilities and to rejoin the national life with 
a clear field before them. Still, they were not happy. There 
is a necessity upon man to justify himself to himself in 
order that he may continue to live comfortably with him- 
self. Our initial efforts, as we all know, are all trivial, It 
is what we say and do to prove to ourselves that our errors 
were laborious virtues which builds up the whole structure 
of our life. 

So, it was in exact accord with human nature that very 
shortly after the war a theory should have sprung up that 
the war had been due to a sort of consummate hallucination 
which had infected the nations concerned with a sort of 
cosmic hysteria. “This theory absolved those who had not 
interested themselves in the war and by inference con- 
demned those who had, thus supplying comfort and moral 
support where needed. 

Naturally, the notion bore fruit. For this reason most 
children, and all nations, when they hurt themselves, instinc- 
tively run indoors and ask to be told a pretty tale. So it 
was with us, and so to us, too, a tale was told. You may 
remember we all were a little fatigued at that time. ‘The 
special virtue of our tale was that its model bases were as in- 
expoundable as the most upright preceptress could require. 
Here they are: All pain, whether it come from hitting one’s 


head against a table, or from improvising a four-year war 
at four days’ notice, is evil; moreover, it is wicked, and 
since the imposing of a war gives the most pain to the most 
people, the wickedest of all things is war. Wherefore, un- 
less we wish to be thought wicked, we must so order our 
national life that never again shall war, in any form, be 
possible. 


Now, on the first premise the rest of the reasoning is 
unanswerable on paper. But why the entire commendation 
service should have been addresses by ourselves to ourselves 
is a little obscure, for, if ever there was a converted nation 
since the days that that was pronounced, it was us. A little 
later, in ’22 or ’23, on the heels, you might say, of Rachel 
mourning for her children, our legions were enlarged by the 
inclusion of all English men over 21. This gave renewed 
impetus to our national ideal of an ever-rising standard of 
living and the removal of want, discomfort and accidents of 
life from the lives of all of our people. 


To this end we built up, and are building now, gigantic 
organizations to control and handle every detail of those 
lives. But, as I shall try to show, we chose not to provide 
that reasonable margin of external safety without which 
even the lowest established standard of life cannot be main- 
tained in this dangerously congested island. The world 
outside of England had other preoccupations. Like ourselves, 
it had built, it had been compelled to deal with an op- 
ponent whose national life and ideals were based on a 
thought, a sort of religion as it now appears, of war which 
exacted that all their subjects should be trained at any cost 
to endure as well as to inflict punishment. In this, our op- 
ponent was excusable. He had won his place in civilization 
by means of three well-planned wars waged within two gen- 
erations. He had been ‘checked somewhat in the fourth 
war, but soon after the close of it, in ’24 or ’25, he seemed 
to be preparing for a fifth campaign. In this, also, our op- 
ponent was excusable. His path was made easy for him. 

Striving to be astride with progress towards peace, we 
turned to cast away more than half of our defenses in all 
three elements and to limit the sources of their supply and 
renewal. This we did explicitly that we might set the world 
a good example. The rest of the world, down to little un- 
easy neutrals who had seen what had happened to a neutral 
in a pinch, was openly against this course, and the whispered 
opinions eventually had nothing to do with our case. It was 
laid upon us to set the world an example, no matter at what 
risks, and we did. 

For several years, more than ten, I believe, our respon- 
sible administrators dwelt almost with complacency on the 
magnitude of the risks we were running and on our right- 
eousness in running them. Apparently, through all of these 
years our people were made to appear as if they loved to 
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have it so. But, through all of those years a large part of 
the world outside of England had not been idle. ‘Today, 
there is state-controlled murder and torture, open and secret, 
without and within the borders of certain states, starvation, 
famine and slavery being a requisite, state-prescribed lawless- 
ness Or paganism are commonplaces of their domestic rela- 
tions throughout states whose aggregate area is between one- 
fifth and one-fourth of the total land surface of the Eastern 
Hemisphere. 

These modern developments have been accepted in Eng- 
land without noticeable protest even’ from quarters usually 
put to protest. Nevertheless, the past year or two has given 
birth to the idea that our example of state defenselessness has 
not borne much fruit and that we have walked far enough 
along the road which is paved with good intentions. 

It is now arranged that in due time we will take steps to 
remedy our more obvious deficiencies. So far so good, but 
if that time be not given to us, if the attack of the future 
is to be on the same swift lines as has been that of our oppo- 
nents in their domestic relations, it is possible that before we 
are aware our country may have joined those submerged 
races of history who passed their children through fire in 
order to win credit by their guns. 

And, yet, the genius of our race fights for us in the 
teeth of these doctrines. The roots of the English are not 
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life under its own sovereigns. ‘They are fed by human re- 
lationships that are more intimate and more far-reaching than 
any that the world has ever known. They make for part of 
the mystery which is as incommunicable as it is unpurchase- 
able. 

One has but to look back over the last century of our 
past to realize how that royal relationship seats itself through 
mother, son and grandson, to consolidate into that whole 
which bears hope for our future and meets the hazards of 
our person. Three generations of our Ruling House have 
accepted whatever burden of responsibility, whatever was 
demanded, whatever personal risk, the honor or the needs of 
their people have laid upon them. Each generation, in turn, 
has bowed the neck to unbroken sacrifice, devotion and pa- 
tience. These things are assuredly not exhibited for the sake 
of example only, but they have come by cumulative weight 
of virtue and toil to create, to stiffen and to inspire, both in 
this island and throughout our Empire, the whole fabric of 
sane and silent discharge of duty upon which our destiny 
depends, 

Thus, they are our hope and our strength. And, it is 
in that hope that I ask that you drink a toast in the name 
of the English King. 


The Foreign Commercial Policy 
of the United States 


By CORDELL HULL, Secretary of State 
Before the Chamber of Commerce of the United States 23rd Annual Meeting, May 2, 1935, at Washington, D. C. 


speak to you about the effort which the Administration 

is making to restore our foreign trade, for the condition 
of that trade and the state of our national well-being are in- 
timately related. In time of acute depression measures of a 
purely national character are given paramount attention and 
considerations of foreign commercial policy tend for a time to 
become lost to view. 

We have reached a point, however, when every country 
must go forward both on a domestic and international eco- 
nomic program, so that the buoyancy of an expanding world 
prosperity will develop to sustain and promote the expansion 
of domestic recovery. The international aspects of such a 
combined program are far broader than the mere readjust- 
ment of a limited number of tariff rates in this country. It 
envisages, broadly speaking, that important nations through- 
out the world will proceed gradually but simultaneously to 
readjust to a more reasonable level the existing excessive 
tariffs, quotas, and other trade barriers, and to abandon the 
chief forms of discrimination in international finance and 
commerce, and to adopt fair, equal, and friendly trade 
methods and practices. 

While this and other countries have made a very con- 
siderable recovery in production and prices, and, under its 
constructive domestic program this country will make con- 
siderably more, the limitations encountered by reason of 
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the extreme isolationism throughout the world are more and 
more pressing themselves upon the national consciousness of 
this and other countries. It is well, therefore, to give 
thought to the paramount and fundamental aspects of the 
situation in which our recovery policies as a whole must 
function. While it would be difficult to exaggerate the 
importance of domestic and internal measures for recovery, 
it is nevertheless true that the collapse of world trade is 
beyond any doubt one of the most important factors pro- 
longing the depression. The breakdown of the interna- 
tional structure has created uncertainty and fear, and holds 
in check the tens of billions of dollars of investment which 
today are most urgent owing to capital depreciation, obsoles- 
cence, renewals, repairs, and the need for new structures. 
What is required at this juncture is to move forward both 
on the domestic and the international fronts toward a full 
and stable measure of trade expansion and industrial pros- 
perity. 

May I here remark that on this day two years ago, 
in addressing the American Section of the International 
Chamber of Commerce here in Washington, I strove to 
combat the insolationist tendency and said: 

“The opposing view, while disclaiming extreme eco- 
nomic internationalism, on the other hand would challenge 
extreme economic nationalism and launch this country upon 
a sane, practical middle course. It would supplement our 
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impregnable home market with adequate foreign markets 
for our ever-increasing surpluses.” 


In the nineteenth century, a closely coordinated world 
economy was developed, based upon the very sound principle 
that man could conduct his affairs most profitably under 
conditions of reasonable freedom. It is indeed significant 
that this period, in which the great advantages of interna- 
tional commerce were generally recognized, witnessed the 
most rapid growth of population, the most amazing rise in 
the standards of living, and the broadest increase in the 
utilization of the earth’s natural riches for mankind’s bene- 
fit and happiness that has ever been experienced. 


The industrial technique, together with its handmaid- 
ens, commerce and finance, was brought to a high degree of 
development first in England, from where it spread during 
the course of the nineteenth century to many other coun- 
tries, including the United States. In this era we made 
immense gains in the production of both agricultural and 
industrial goods, thereby providing employment and a con- 
stantly rising standard of living for our rapidly increasing 
population. No small part of this advance was made possible 
by the steady expansion of world trade and the increasing 
demand of other countries for the goods we had to export. 
Being at that time a debtor and undeveloped country, a 
policy at times highly protective led to no serious conse- 
quences, but shortly after the World War, ignoring the 
economic transformation which had taken place, we began to 
erect barriers to our foreign trade not consistent with our 
newly achieved creditor position nor our efficiency in pro- 
duction. Within the short space of a decade we had raised 
our tariff rates on three successive occasions, thereby prepar- 
ing the destruction of our vast foreign trade upon which 
a large share of our prosperity rested. This interference, 
opportunist in spirit, uncoordinated with our other policies, 
and contrary to our long-term interests, represented a defin- 
ite break with the ideal of economic liberalism which had 
made possible this great commercial expansion. 


The events of the World War enormously increased the 
importance of the United States commercially and finan- 
cially in world affairs. Just at the time when the disturbed 
international relations of the post-war period called for the 
broadest possible development of world trade as a means 
of minimizing shocks and creating a new international bal- 
ance, we adopted an unduly high protectionist policy which 
played its part in the subsequent world-wide collapse and 
contributed in so important a measure to the present break- 
down in international commercial and financial relations. 


The time was when international relations were few 
and intermittent. The most widely different conditions 
could exist in different countries entirely unaffected by de- 
velopments in other regions. Wars might even occur in parts 
of the world without the disturbance being felt appreciably 
elsewhere. The World War definitely demonstrated that 
this era had ended and that the expansion of transportation 
and communication combined with the growth of industry 
and commerce had created a world of closely connected states 
economically interrelated. Although many people in this 
country and abroad have refused to recognize this funda- 
mental change, the universality of the depression has again 
furnished conclusive evidence of its actuality and complete- 
ness. International relations are no longer incidental to na- 





tional life but have become an essential factor in the exist- 
ence of all nations. 

When the War ended, many Americans of experience 
and vision saw the position of courageous economic leader- 
ship which the best interests of both this country and the 
rest of the war-sick world demanded of the United States. 
But the nation as a whole allowed itself to be seized with 
an irrational fear of foreign competition. I believe that it 
was primarily that fear, and not pride or selfishness, that 
blinded us to the great advantages which we might have 
secured from an intelligent and sound development of our 
international economic relations. 

This country, of course, will not think of repeating its 
past experience of prescribing a one-way trading policy and 
then indulging in wild and reckless lending abroad. We 
need not, however, hide the fact that we made a far greater 
amount of equally reckless and worthless loans at home. The 
entire policy of careless and unsound lending at home and 
abroad alike should be reformed and placed on a sound and 
safe basis. Naturally, so long as the larger part of the 
world remains undeveloped and the overwhelming mass of 
the world population is suffering the pinch of economic dis- 
tress, farseeing business men in the capital producing coun- 
tries will, as in the past, be found making investments and 
loans abroad. 

Let us not fool ourselves as to the direction in which 
we are going. It is literally accurate to say that no nation 
was ever so well-equipped to become a great trading nation, 
to play its role in assisting in the development of higher 
standards of living throughout the world and thereby stimu- 
lating the increased purchasing power of the huge popula- 
tions in backward areas, which cannot fail to increase our 
own prosperity. With our superb natural resources, trans- 
portation facilities, productive equipment and technique and 
power resources, we stand face to face in this year 1935 
with the problem of whether we shall go forward with re- 
newed industry, energy, hardihood, and the old pioneering 
spirit, or whether we shall falter and fall back, allowing 
second and third rate countries to step forward and take our 
place. 

Extreme high tariff barriers have been supplemented 
in many foreign countries by quantitative restrictions tanta- 
mount frequently to embargoes and by the control of foreign 
exchange which is often allotted on a most arbitrary basis. 
To these a number of other less important but scarcely less 
burdensome and irritating restrictions have been added, all de- 
signed to exclude imports and all having the effect of choking 
and throttling world trade. As a result, on the one hand 
surpluses of many kinds of both agricultural and industrial 
goods have accumulated in the countries which formerly 
supplied these products to the world, while on the other 
hand these very goods are being produced uneconomically 
and consequently at exorbitant prices in the former consumer 
countries behind their unscalable barriers. Sorry substitutes, 
absurd synthetic production, and inferior quality production 
virtually worthless, are being attempted. 

The international price structure for some time has 
been dislocated. For many commodities there is no longer 
any such thing as a world price. In many instances prices 
are two, three or four times higher in one country than in 
the surplus producing countries. This is true of wheat, 
lard and other commodities highly important for our domes- 
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tic producers and for consuming masses of foreign popula- 
tions. 

The resources of the world needed for modern ways of 
living and for the development of a higher future civilization, 
are not evenly distributed throughout the globe. Basic raw 
materials of modern industrialism are highly concentrated in 
certain countries, notably the United States and Western 
Europe. Even our own great country with its natural re- 
sources of iron ore, coal, petroleum, lead, zinc, copper, and 
other mineral resources, is deficient of many. basic materials 
which are drawn from all parts of the world including wood 
pulp, tin, nickel, manganese ore, rubber, raw silk, jute, 
hemp, flax and other fibers, hides and skins, and of foods 
such as sugar, coffee, tea, spices, and certain fruits not ob- 
tainable at home. The modern industrial structure depends 
upon the interchange of products localized in certain areas 
and which the various countries of the world can enjoy only 
on the basis of international trade. 

One has only to look at the figures of the proportion 
of domestic production exported by the countries of Central 
and South America and the Orient to see how highly de- 
pendent these areas are upon world trade. No one who has 
not particularly concerned himself with these problems can 
realize the degree to which various countries have developed 
specialties of their own. We in this country have developed 
such specialties, notably in cotton, lard, tobacco, automobiles, 
machinery, copper and petroleum products, fruits, electrical 
and office appliances, as well as a host of products of smaller 
value, and these specialties bulk larger in our trade with 
almost every country. Similarly, every other country has 
specialties with which it reaches out in its contacts with 
the four corners of the globe. 

Whenever this interchange of products, to the extent 
mutually profitable, is obstructed, the prices of the products 
that are destined for the world market are seriously de- 
pressed. ‘The ensuing economic distress leads to political 
unrest and sometimes to revolution. The disturbed condi- 
tions of the last six years incident to the disruption of the 
world economic system have been chiefly responsible for the 
political upheavals and the downfall of government after 
government in almost all parts of the world. Internal dis- 
tress opens the way for the demagogue and the agitator, 
stirs up internal class strife, and especially develops interna- 
tional friction, fear, and resentment of foreizn peoples and 
governments, and shatters the very foundations of world 
peace. The dangerous political situations that exist through- 
out the world today, the international tension, the recrude- 
scence of the military spirit, the expansion of standing 
armies, the enormously increased military budgets, the fever- 
ish efforts made to invent new instruments of warfare, new 
weapons for offense and defense—all these have emerged 
and developed in a world in which the international economic 
structure has been shattered, in which normal peaceful com- 
mercial intercourse has been broken and vast unemploy- 
ment and human distress has resulted. It is the collapse of 
the world structure, the development of isolated economics, 
that has let loose the fear which now grips every nation 
and which threatens the peace of the world. We cannot 
have a peaceful world, we cannot have a prosperous world, 
until we rebuild the international economic structure. 

Economic questions and conditions form the basis of in- 
ternational relations now more than at any other time in 


history. If nations are engaged in discrimination or retalia- 
tion or in the practice of irritating trade methods toward one 
another, the preservation of friendly relations and of that 
understanding necessary for peace and mutual prosperity 
is rendered difficult and precarious. Without friendly rela- 
tions and understanding nations are little prone to settle 
questions or controversies by arbitration or other orderly 
and peaceful means. On the contrary, they are hasty to arm 
and to institute force for justice in international affairs. We 
behold that tendency progressed to an alarming extent to- 
day. 

The desire of the Government to combat this trend, 
which it is convinced can lead only to the serious deteriora- 
tion of our civilization, is the controlling reason for the 
efforts which it is now making to restore international trade 
on a basis of equality and friendship. This must continue to 
be the basis for world commercial relations. 

The numerous discriminations now practiced by nations 
in their manipulation of tariff rates, quotas, exchange con- 
trols, and other devices designed to exclude foreign products, 
and in their exclusive bilateral arrangements, have undoubt- 
edly been one of the chief causes which have led to the seri- 
ous economic and political conditions now prevailing. Not 
only are nations rapidly impoverishing themselves by these 
practices but they are thereby also inviting the enmity and 
provoking the resentment of other peoples. The irony of 
bilateral arrangements to the exclusion of triangular and 
multilateral trade lies in the fact that, while their advan- 
tages are soon overcome by the counteractive measures 
adopted by the states against which they discriminate, the 
feelings of dislike and distrust which they engender live on. 

I am not altogether surprised when people uninstructed 
in the conduct of international relations and commercial poli- 
cies and concerned solely with their immediate selfish inter- 
ests criticize the Government for refusing to adopt this 
course for doubtless they can see in it only the temporary ad- 
vantages which it promises to themselves and not the harm 
that it inevitably causes the nation as a whole. 

The tendency to seek special preferences abroad is cou- 
pled with the stubborn and frequently unscrupulous resis- 
tance encountered by the Government when even the most 
moderate reduction in a tariff rate is proposed regardless 
of how clearly this may be to the advantage of the country 
as a whole. The pressure which is being currently brought 
upon both legislators and officials in Washington by those 
who fear that they are to be deprived of even a small part 
of the artificial advantage given them by an over-indulgent 
government too often at the expense of efficient producers 
and consumers in general, would incline one to believe that 
much of the sturdy self-reliance, hardihood, and vigor of this 
country are definitely on the decline. Every post which 
comes to the Department of State brings letters requesting, 
and frequently demanding, that the Government obtain for 
their writers some personal or local advantage, often in 
clear defiance of the general interest. As I suppose is only 
to be expected, these demands are frequently absurdly con- 
flicting. The Government is asked, on the one hand, to re- 
duce or more often to prevent entirely the importation of this 
or that article or class of goods, and, on the other, to se- 
cure preferences in foreign markets for this or that Ameri- 
can product. I have had presented to me time and again 
schemes for expanding our exports of our agricultural prod- 
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ucts by means of preferential arrangements, dumping devices, 
and other measures which involve serious complications of 
our general trade relations. ‘These same people insist on 
complete embargoes against industrial and agricultural im- 
ports. ‘These people have not yet learned the lesson, which 
now ought to be evident to everyone, that foreign commodi- 
ties cannot continue to buy our cotton, lard, tobacco, and 
other surplus commodities unless the exchange with which 
to pay for these products is made available through imports 
into the United States. We cannot continue to sell even 
our most important products abroad unless we are disposed 
to buy to the extent mutually profitable. I wish to call your 
attention particularly to the decline in this current year of 
our exports to many of our best consuming markets in 
Europe. Thus, our exports to Europe in January and 
February of this year declined 16 per cent in relation to 
that of January and February of a year ago. If we place 
embargoes upon our imports, we shall, in the last analysis, 
witness inevitably the destruction of our export trade. Seized 
with an unreasoning fear whenever a small driblet of im- 
ports of a competitive nature comes over our tariff wall, even 
when under purely temporary or accidenal conditions such 
as, for example, the drought, action is urged which, if fol- 
lowed too frequently, may lead to retaliation by other coun- 
tries, so that step by step such actions lead straight toward 
a complete embargo of imports all around, and, since one 
country’s imports is another country’s exports, a like em- 
bargo of exports all around. 

We oppose exclusive or preferential arrangements the 
effect of which would be to impose discriminatory tariff rates 
ayainst other countries. On the other side this country does 
not intend to accept discrimination against American com- 
merce in foreign countries. It desires to extend equality of 
treatment to all nations and it seeks to obtain fair and equit- 
able treatment from all nations. The unconditional most- 
favored-nation policy, as already indicated, is the one which 
almost universal experience since the middle of the last cen- 
tury has demonstrated to be the best suited for the attain- 
ment of these purposes. This Government is convinced that 
only if it makes the most determined attempt to stem the 
degeneration of international commercial intercourse into a 
network of bilateral arrangements of an exclusive and re- 
strictive type with their accompanying discriminations and 
retaliations, can international trade be restored. 

It is my belief that most nations drifted into the con- 
dition in which they now find themselves, due primarily 
to the pressure of the peculiar maladjustments of the post- 
war period and the wave of extreme economic nationalism 
incident thereto; that, with possibly a few exceptions, they 
have not deliberately elected to follow the course to which 
circumstances have forced them. It is incumbent upon some 
great nations, certainly the United States as much as any 
other, to come forward with a broad, constructive program 
calculated to displace gradually the policies which have 
proven so futile and so destructive during these past several 
years. With the sources of information that the organiza- 
tion of the Government places at my disposal I see not a few 
evidences of the state of mind of other peoples which give me 
reason to believe that the program which this Administra- 
tion is following is beginning to supply the inspiration nec- 
essary to induce them to alter their course and to hope that 









the world can shortly expect a general movement in the di- 
rection of international economic sanity. 

There are those who believe that international trade 
cannot exist in modern times without endangering and de- 
stroying the industries of each separate country. These 
people believe, too, that all international commerce is highly 
competitive and therefore destructive to industries of the 
various nations. On the contrary, in the very nature of the 
case, international trade as contemplated in our program 
is broadly speaking complementary in character. The his- 
tory of our own foreign trade, and the shifts that have 
occurred in the structure of our imports and exports illu- 
strate the complementary character of foreign trade. One 
hundred years ago, two-thirds of our exports consisted of 
raw materials, and more than half of our imports con- 
sisted of finished manufactures. ‘Today half of our exports 
consist of finished manufactures and nearly half of our im- 
ports are raw materials. These enormous shifts in the struc- 
ture of our imports and exports indicate in part the adjust- 
ment of foreign trade in the needs of our national economy, 
though in part the present structure of our trade has been 
shaped by artificial restrictions. While our imports of fin- 
ished manufactures constitute a smaller portion of our im- 
ports now than formerly, it is important to note that the 
absolute value of these imports increased from $100,000,000 
in 1850 to $1,000,000,000 in 1929. Of the finished manu- 
factures, the greater part consist of specialty products which 
are not directly or seriously competitive with products of 
our own industries. Essentially, they complement our own 
products. With the progress of invention and the develop- 
ment of an increasing number of finished goods which go 
with higher standards of living, in contrast to the simpler 
products needed in a more primitive society, we may antici- 
pate a constantly larger interchange of finished products. 
Foreign trade, to be complementary and non-competitive, is 
not necessarily confined to the exchange of raw materials 
and foodstuffs for finished manufactured goods. The new 
products that have emerged in the last few decades illustrate 
the enormous impetus which invention and discovery may 
give to foreign trade. One has only to mention in this con- 
nection the importance of many of these newer products 
such as motor cars, radio sets, office equipment, electrical 
appliances, etc., in our own foreign trade. With rising 
standards of living incident to the industrial development 
of the economically backward countries, the increased pur- 
chasing power will inevitably give rise to a larger consump- 
tion of our mass production goods in exchange for specialty 
products. Each dollar of such imports, of course, pays for a 
dollar’s worth of our burdensome surplus exported. 

I repeat, international trade has always been essentially 
of a complementary character, rather than sharply compe- 
titive, and this will continue to be the case. If we give 
proper encouragement, by minimizing the obstacles to trade, 
to the development and expansion of those industries in 
which each country, by reason of natural resources, soil, 
climate, mechanical equipment, horsepower, and special apti- 
tudes of skill and training, is most efficient, there will con- 
tinue to be an expanding scope for international trade based 
on complementary relations rather than on sharp competi- 
tion. Indeed, the more we encourage our efficient industries 
to find foreign markets, the more the structure of our in- 
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dustry will be shifted toward those lines where it will not 
feel the impact of foreign competition. It is the country that 
seeks to protect unnatural industries which is always faced 
with foreign competition. And, on the contrary, it is the 
country that efficiently and courageously develops its natural 
strength and natural industries which is least subject to 
foreign competition. It is not our automobile industry, for 
example, which complains about foreign competition. It is 
our highly protected industries which complain. 

The trade agreements program, first promulgated and 
unanimously adopted by the twenty-ore American nations 
at Montevideo and now actively being carried forward by 
this Government, is based upon the view that international 
trade among other things is a material factor in the full and 
stable business recovery of individual nations; that unrea- 
sonable trade barriers can only be effectively reduced by a 
constructive program carried out over a period of years 
concurrently by the leading nations of the world; that such 
liberalized commercial policy will be a vital factor in the 
reduction of unemployment, the increase in domestic prices, 
and the improvement of business conditions throughout the 
world. What we propose in a fair and friendly way as 
stated affords the best possible foundations on which to re- 
build sound and worthwhile international relations. This 


program contemplates a simultaneous and continuous attack 
by all wide-awake nations upon the several well-recognized 
obstructions to the restoration of international trade and 
finance. 

The opponents of a liberal commercial policy would 
have every nation by means of a purely nationalistic pro- 
gram attempt to restore domestic prosperity, while at the 
same time intensifying the existing network of trade-destroy- 
ing restrictions and practices. The proponents of a liberal 
commercial policy, on the other hand, would utilize the 
most comprehensive domestic and international programs 
combined and would cut through these trade restrictions and 
open the way toward an expansion of world trade as an aid 
to domestic recovery, thereby combining domestic measures 
with international measures designed to rehabilitate a full 
measure of domestic and world prosperity. 

This country can and must furnish its fair share of 
leadership in this great movement. For this it is peculiarly 
fitted because of its weight and importance in the world 
economy, and because it is less tied up in the entanglements 
and restrictive policies in which other countries, frequently 
against their will, have become enmeshed. The way lies 
open for new opportunities in world leadership toward peace 
and prosperity. 


What Is A Universityr 


By ROBERT M. HUTCHINS, President, The University of Chicago 
April 18, 1935, Broadcast Over NBC, Under Auspices of National Congress of Parents and Teachers 


UNIVERSITY: is a community of scholars. It is 
A not a kindergarten; it is not a club; it is not a 

reform school; it is not a political party; it is not 
an agency of propaganda. A university is a community of 
scholars. 

The scholars who compose that community have been 
chosen by their predecessors because they are especially com- 
petent to study and to teach some branch of knowledge. The 
greatest university is that in which the largest proportion 
of these scholars are most competent in their chosen fields. 

To a certain extent the ability of a university to attract 
the best scholars depends on the salaries it can pay. Toa 
certain extent it depends on the facilities, the libraries and 
laboratories it can offer. But great scholars have been known 
to sacrifice both salaries and facilities for the sake of the one 
thing that is indispensable to their calling, and that is free- 
dom. 

Freedom of inquiry, freedom of discussion, and free- 
dom of teaching—without these a university cannot exist. 
Without these a university becomes a political party or an 
agency of propaganda. It ceases to be a university. ‘The 
university exists only to find and to communicate the truth. 
If it cannot do that it is no longer a university. 

Socrates used to say that the one thing he knew posi- 
tively was that we were under a duty to inquire. Inquiry 
involves still, as it did with Socrates, the discussion of all 
important problems and of all points of view. You will even 
nnd Socrates discussing communism in the Republic of Plato. 
The charge upon which Socrates was executed was the same 





that is now often hurled at our own educators: he was ac- 
cused of corrupting the youth. The scholars of America are 
attempting in their humble way to follow the profession of 
Socrates. Some people talk as though they would like to 
visit upon them the fate which Socrates suffered. Such 
people should be reminded that the Athenians missed Soc- 
rates when he was gone. 

There is nothing new about this issue in America. At 
the opening of the eighteenth century the foundation of Co- 
lumbia University was delayed for fifty years because of ar- 
guments about what religious teaching should be permitted in 
the institution. ‘Thereafter the fight was over the advance 
of experimental science and its repercussions on religious 
faiths. In the first ten years of the University of Chicago 
the quarrel turned on the religious teachings of the staff. 
The battle for freedom of inquiry and teaching in the natural 
sciences and religion has now been won. No sane citizen, 
however he may disagree with any professor, can wish that 
battle had been lost. The scientific advance of the past 
century and the release from bigotry which we now enjoy can 
be traced directly to the success of the universities in secur- 
ing the right to study these fields without interference. 

In the past forty years universities have taken up the 
study of economics, politics, sociology, and anthropology. 
They have been endeavoring to create social sciences, which 
if they can be created, may prove as beneficent to mankind 
as natural science and the technology which rests upon it. 
In inquiry into social problems professors have run into 
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prejudices and fears, exactly as they did in studying natural 
science and theology. 

These prejudices and fears are now especially intense, 
because we have been passing through a period of severe de- 
pression. In the twelve years I have been in higher education 
I have seen a marked change. In 1923 we often heard that 
the professor was a useless creature, remote from the real 
world and giving his students no knowledge of it. Now we 
hear that the professor should get back to the cloister and not 
let his students learn any more about the real world than he 
can help. I ascribe this change to the bad case of nerves in- 
duced in many people by the depression. ‘The normal reac- 
tion to misfortune is to blame somebody elso for it. Uni- 
versities are easy marks. They are tax-exempt. They do not 
reply to abuse or misrepresentation. One who suffers from 
business cares, or domestic worries, or political disappoint- 
ment or general debility can relieve his feelings with impunity 
by talking about the Reds in the universities. I know that 
many honest and earnest people are seriously alarmed. I 
know, too, that they are misinformed. 

As a matter of fact, I have never been able to find a Red 
professor. I have met many that were conservative, and 
some who would admit they were reactionary. I have met 
some who were not wholly satisfied with present conditions 
in this country. I have never met one who hoped to improve 
them through the overthrow of the government by force. 
The political and economic views of university faculties are 
those of a fair cross-section of the community. The views 
of those who are studying social problems are-worth listening 
to, for these men are studying these problems in as unbiased 
and impartial a fashion as any human being can hope to study 
them. 

When I was in college fifteen years ago students were 
the most conservative race of people in the country. Every- 
body lamented their indifference and apathy to the great 
questions of the day. I used to hear complaints that they 
read only the sporting pages of the newspapers and derived 
their other knowledge of current affairs from the movies. 
When I began to teach I taught a course called Introduction 
to Social Science. There were many aspects of the social 
sciences to which I could not introduce my class because they 
would not let me. The political and social dogmas then 
current these gentlemen had accepted whole. No suggestions 
of mine could sway or even arouse them. 

At every age their elders have a way of overestimating 
the pliability of the young. As a result many people seem 
to have the notion that the student comes to college a sort 
of plastic mass, to be molded by the teacher in whatever 
likeness he will. But at 18, or 19, or graduation from high 
school, it is far too likely that the student has solidified, and 
too often in more ways than one. The most that a teacher 
can hope to do with such students is to galvanize or stimulate. 
If he wanted to, he could not hope to persuade. 

It must be remembered that the purpose of education is 
not to fill the minds of students with facts; it is not to re- 
form them, or amuse them, or make them expert technicians 
in any field. It is to teach them to think, if that is possible, 
and to think always for themselves. Democratic govern- 
ment rests on the notion that the citizens will think for them- 
selves. It is of the highest importance that there should be 
some places where they can learn to do it. 





I have heard a great many times in recent years that 
more and more students were getting more and more Red. 
In universities that are intelligently conducted I do not be- 
lieve it. In universities which permit students to study and 
talk as they please I see no evidence of increasing redness. 
The way to make students Red is to suppress them. This 
policy has never failed to have this effect. The vigorous and 
intelligent student resents the suggestion that he is not cap- 
able of considering anything more important than fraternities 
and football. Most of the collegs Reds I have heard about 
have been produced by the frightened and hysterical regula- 
tions of the colleges. They are not Reds at all; they are in 
revolt against being treated like children. 

Mr. Thomas W. Lamont, partner in J. P. Morgan and 
Company, has advanced another reason for the interest of 
students in unconventional doctrines, a reason which is 
doubtless operating too. Mr. Lamont says, “I hear complaint 
that our college professors are teaching too much of socialis- 
tic theory. That would not be my observation. These are 
days,” says Mr. Lamont, “when among the teaching forces 

. the freest sort of academic freedom should prevail.” 
He goes on: “But to me it is little wonder that many of our 
students are radical, joining the Socialist Party, or are even 
looking with a kindly eye upon the allurements of Com- 
munism. ‘The sort of world they have seen,” says Mr. 
Lamont, “is one of chaos. .... 

If Mr. Lamont is right, instead of attempting to sup- 
press free discussion, we should set ourselves to remedy the 
cause of radicalism, the chaos of the modern world. I ven- 
ture to suggest the value of encouraging intelligent, calm 
and dispassionate inquiry into methods of bringing order 
out of chaos. That is the American way. 

In the State of Illinois the Communist party is on the 
ballot. Should students be allowed to graduate from Illinois 
colleges in ignorance of what Communism is? If they did 
they might vote that ticket by mistake. The great historian 
of the South has shown that the War between the States 
arose largely because the southern colleges and universities 
did not dare to say that there were any arguments against 
slavery and secession. ‘Those who would suppress freedom 
of inquiry, discussion, and teaching are compelled to say that 
they know all the answers. Such a position is egregiously 
conceited. It is also a menace to our form of government. 
As Walter Lippmann has said, “The essence of the Ameri- 
can system... . is a way of life in which men proceed by 
unending inquiry and debate.” 

Anybody who has real familiarity with higher educa- 
tion will not hesitate to assert that professors are not en- 
gaged in subversive teaching. They will also remind the 
public that professors are citizens. "They are not disfran- 
chised when they take academic posts. They therefore enjoy 
all the rights of free speech, free thought, and free opinion 
that other citizens have. No university would permit them 
to indoctrinate their students with their own views. No uni- 
versity would permit them to turn the classroom into a center 
of propaganda. But off the campus, outside the classroom, 
they may hold or express any political or economic views that 
it is legal for an American to express or hold. Any univer- 
sity would be glad to have Mr. Einstein among its professors. 
Would anybody suggest that he should be discharged because 
he is a “radical ?” 
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All parties, groups, and factions in this country should 
be interested in preserving the freedom of the universities. 
Some of our States now have radical administrations which 
have reached out to absorb the universities. The only hope in 
those States for the preservation of another point of view 
is in adhering to the doctrine that if a professor is a com- 
petent scholar he may hold his post, no matter how his polit- 
ical views differ from those of the majority. No only so, the 
newspapers, the broadcasters, the churches, and every citizen 
should uphold the traditional rights of the scholar. Wher- 
ever freedom of inquiry, discussion, and teaching have been 
abolished freedom of the press, freedom of religion, and free- 
dom of speech have been threatened or abolished, too. 

Look at the universities of Russia and see how they have 
sunk to be mere mouthpieces of the ruling party. Look at 
the universities of Italy, where only those doctrines which 







the government approves may be expounded. Look at the 
universities of Germany, once among the greatest in the 
world, now a mere shadow, because their freedom is gone. 
These are the ways of communism and fascism. 

In America we have had such confidence in democracy 
that we have been willing to support institutions of higher 
learning in which the truth might be pursued, and when 
found might be communicated to our people. We have not 
been afraid of the truth, or afraid to hope that it might 
emerge from the clash of opinion. The American people 
must decide whether they will longer tolerate the search for 
truth. If they will, the universities will endure and give 
light and leading to the nation. If they will not, then as a 
great political scientist has put it, we can blow out the light 
and fight it out in the dark; for when the voice of reason is 
silenced, the rattle of machine guns begins. 


The Catalyst for Accomplishment 


By IRENEE DU PONT 
Vice Chairman of the Board of E. I. du Pont de Nemours & Co. 
Delivered at the Joint Conference of Agriculture, Industry and Science, May 7, 1935 


suits, it may not be necessary to define the word 

“catalyst.” Twenty years ago it would not have been 
understood by 99 out of 100, but the popularization of 
chemistry in recent years has greatly increased the use of a 
chemical vocabulary, and I think of no other English word 
which properly describes what is meant by a catalyst. A 
catalyst is a material which, when introduced into a chemical 
reaction, greatly augments the reaction without being itself 
consumed. Sometimes the desired reaction will not take 
place at all without it. For instance, in the manufacture of 
sulphuric acid by the so-called “contact process,” oxygen and 
sulphur dioxide when passed over hot, finely divided plati- 
num, combine to form sulphur trioxide, which, when dis- 
solved in water, forms the desired acid. If no platinum or 
other catalyst were present, very little sulphur trioxide would 
be formed. Now, in this process the platinum is not de- 
stroyed, but remains substantially unchanged for months, and 
even years. 

Now, I wish to liken a reward offered, or otherwise 
likely to be received, to a catalyst. In considering a reward 
as analogous to a catalyst, am I laying myself open to criti- 
cism that the reward is consumed in the attainment of the 
objective, just as yeast may be consumed in the manufacture 
of a biscuit? I think not. In our economic system, the re- 
ward of accomplishment is less than the amount saved by 
the effort and involves no consumption of property or waste 
of labor. It is not only self-created, but the amount is avail- 
able for use by its creator as a reward to others to again 
stimulate effort. 

The principle of rewarding accomplishment is older 
than history. Even in the animal world it is a principle 
adopted by nature. The human application of the principle 
by rulers in the past proved, beyond doubt, that offered re- 
ward speeds up the accomplishment of the object desired. 


P XO you chemists and leaders in farming and other pur- 





This is recognized in the Constitution of the United 
States; Article I, Section VIII, Clause 8, reads: 

“To promote the progress of science and useful arts, 
by securing, for limited times, to authors and inventors 
the exclusive right to their respective writings and dis- 
coveries.”” 

This provision has doubtless been the stimulus that made 
America famous for its inventions. 

Our host (Henry Ford) at the luncheon today is per- 
haps the most outstanding example of the effectiveness of 
the profit motive. No one questions his philanthropy and 
generosity. None would accuse him of being a money 
grubber or miser, and yet without the profit motive, could 
he have built up his huge and efficient organization; could 
the public ever have enjoyed the many millions of cars he 
has produced and is not the profit which he has obtained, 
self-created, and small compared to the value that his cars 
have brought to the people of the world? What would have 
happened if the Government had taxed at 100% the profits 
which he made during the first successful years, thereby re- 
moving the catalyst from Mr. Ford’s operation? 

Do not mistake me in believing that rewards can only 
do good. A reward can be offered for doing evil. Even a 
murder may be accomplished by a bribe. The rewards for 
“racketeering” are very large; you recall how the “boot- 
leggers” prospered a few years ago. By a system of rewards, 
they were able to corrupt the police department of many 
cities, thus proving the efficacy of a catalyst. It is rather 
strange that socially minded people, especially those in Con- 
gress, should not have thought of taxing in higher brackets, 
profits accruing from unlawful occupations so that at least 
when a “racketeer” is finally cornered, his ill-gotten gains 
can be taken from him in a perfectly legal manner, thus dis- 
couraging “racketeers” of the future; in other words, re- 
moving his catalyst. 
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This is quite analogous to those chemical reactions 
which will go the wrong way if certain catalysts are present. 
For instance, carbon monoxide, when taken into the human 
system, prevents the carrying of oxygen by the blood and 
But this is no reason why catalysts 
should not be properly used in desirable chemical reactions. 
Similarly, because rewards sometimes accomplish evil is no 
ceason whatever for the feeling, entirely too prevalent, that 
reward should be done away with, or at least be whittled 
to insignificant sums. 


hence causes death. 


It seems strange that in times of business recession the 
supposed virtues of socialism are paraded and extolled, while 
in times of great business prosperity, large rewards for ac- 
complishment are offered and paid with the full approval of 
the public. I will not attempt to account for that phenome- 








non, but wish to point out and raise the question—does the 
decline in the reward system in times of depression tend to 
lengthen the depression? 

I maintain that eliminating the catalyst is now the chief 
cause of the delay of complete recovery. Has not the urge 
for profit been largely removed by confiscatory taxes and 
propaganda disparaging bonuses and what is referred to as 
“excess” profits? The demagogue’s hypocritical cry “divide 
the wealth,” if followed, would take away incentive, not only 
of future progress, but also of further production so that 
there would be in the future continually less to divide. 
Looking to the well-being of the average man, he should 
control his envy and encourage those who advance his in- 
terests by permitting large reward for accomplishment. 


The Critical Function in Democracy 


By GLENN FRANK, President of the University of Wisconsin 


Address Delivered April 25, 1935, at the Dinner of the Bureau of Advertising 
of the American Newspaper Publishers Association, Waldorf-Astoria Hotel, New York City 


WAS at first a bit puzzled by your asking me to talk 
tonight to the publishers of the nation’s newspapers. 
Why should the executive of a middle western univer- 

sity be pulled in from the hinterland for this chore? 

I knew that my seven years sentence to the editorship 
of one of the nation’s venerated magazines was not the 
answer. ‘That quiet sector of American journalism lies too 
far from the storm-swept battle front you occupy. It is true, 
of course, that for the last ten years I have written a daily 
syndicated comment on political and economic affairs, but, 
as | have watched the remarkable restraint and self-control 
you have displayed when given an opportunity to print that 
comment — for a consideration—I know that is not the 
answer. 

It must be that, consciously or unconsciously, you sensed 
the fact that university and press today face the common 
problem of preserving unhampered the prophylactic process 
of corrective criticism in the midst of pressures the world 
around for an uncritical surrender to the will, if not indeed 
to the whim, of excessively centralized power. 

Thomas Jefferson, spiritual architect of American dem- 
ocracy, believed profoundly that free newspapers and free 
schools are vital to the preservation and perfection of dem- 
ocratic self-government. “Were it left to me to decide,” he 
once wrote, “whether we should have a government without 
newspapers or newspapers without a government, I should 
not hesitate a moment to prefer the latter.’ And he spoke 
repeatedly, with quite as decisive conviction, of the central 
significance of schools in the enterprise of self-government. 
To Jefferson, the freedom of scholars to examine and the 
freedom of journalists to express were liberties without which 
neither the political nor the economic liberty of the people 
could conceivably be secure. 

But a lot of water has gone over the wheel since Jef- 
ferson put his clairvoyant mind to the problem of what makes 
and maintains a democracy. A drastic change in attitude 
towards the critical function of universities and newspapers 
is crystallizing in the most unexpected quarters. Universities 


and newspapers are increasingly confronted by pressures in- 
numerable that would mould them to a pattern, soft-pedal 
their researches into living realities, and tell them what they 
may and may not say. This growing resentment of the criti- 
cal function in a democracy is a direct result of the increas- 
ingly difficult time that democracy itself has been having in 
the last two decades. 

The post-war politics of the Western world has every- 
where been marked by deliberate and dramatic secessions 
from democracy. Even those democracies that have not gone 
openly bankrupt and made formal assignments of their politi- 
cal and economic liberties to some de jure or de facto dic- 
tatorship have seen the whole philosophy of democracy 
brought into question by a cynical doubt of its fitness to 
direct an age at once so intricate and so insecure. Even be- 
fore the war bled the race white of its old self-reliance this 
new skepticism of democracy was in the making. Democ- 
racy had been found admirably adapted to the administration 
of economic societies in which the scale of enterprise was 
small, its relationships simple, its productivity slight, and its 
tempo slow. But, in this modern industrialized age, the scale 
of enterprise in the major economic societies is vast, its re- 
lationships complex, its productivity lavish, and its tempo 
swift. In this new world to which the new enterprise of 
the power age had given birth, effective government, so the 
contention ran, demanded a stronger leadership than the elec- 
tions of democracy will commonly call to power or the legis- 
latures of democracy normally tolerate. 

The alarming instabilities of the post-war period 
brought this new skepticism of democracy out of the libraries 
of the political philosophers into the arena of political action. 
In one country it expresses itself in a proletarian dictatorship 
which is frankly a class government. In another country it 


expresses itself in a more personal dictatorship which dis- 
putes the necessity of any class struggle for power, brands 
as indefensible any class monopoly of privilege, and announces 
its determination to merge the separate interests of all classes 
in the single interest of the state. 


In still other countries 
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this drift from democracy proceeds, subtly but surely, under 
emergency leaderships that still adhere in theory to the dem- 
ocratic dogma, 

Since 1914, from one end of the Western world to the 
other, democracy has been seriously challenged and, in one 
country after another, successfully supplanted by dictator- 
ships of one sort or another. And nothing is to be gained 
by our refusing to realize that the United States is still in the 
shadow of this world-wide threat to democratic self-govern- 
ment. 

As I have said again and again, the destiny of democracy 
in the United States will depend entirely on our success or 
failure in solving the economic problem. If we can now 
move with reasonable rapidity toward a soundly based and 
widely distributed economic well-being, essential democracy 
is not likely to be seriously challenged or successfully sup- 
planted in this generation. But whether we are to succeed 
or fail in solving the economic problem is still on the lap of 
the gods. For all our brave whistling in the dark, we are still 
far from out of the woods. We must effect a complete thaw- 
ing out of the fountains of private enterprise, if we do not 
want the American tradition of democratic self-government 
put in definite jeopardy. And we must do it without undue 
delay. The liberal republic has been defined by a distin- 
guished Frenchman as at once the most agreeable and the 
most fragile of all regimes. It cannot survive social and 
economic instability. And this dependence upon social and 
economic stability increases when the liberal republic, as 
with us, becomes more and more a direct democracy. Not 
even Americans can be counted upon to adhere permanently 
to the democratic philosophy through the sheer momentum 
of their tradition. Men’s loyalty to any form of govern- 
ment depends, finally, upon what it does or fails to do to 
light and to liberate their lives. 

Democracy is not invested with any inevitable immor- 
tality. Toward the end of his life, the late Lord Bryce 
ventured the judgment that there were few countries in 
which the freedom we associate with democracy seemed safe 
for the century ahead. “When the spiritual oxygen which 
has kept alive the attachment to liberty and self-government 
in the minds of the people becomes exhausted, will not the 
flame burn low and flicker out?” he asked. The disruptive 
aftermath of the war and the gross short-sightedness of pol- 
icy on certain sectors of our national enterprise, which ended 
in the disaster of 1929, seriously depleted the spiritual oxy- 
gen which, for a century and a half, had kept alive in the 
minds of the American masses an attachment to liberty and 
self-government. If now we fail effectively to liquidate the 
economic hang-over from the war and to deal decisively and 
dependably with the problem of a soundly based and widely 
distributed economic well-being, this already depleted supply 
of spiritual oxygen may be utterly exhausted, and democratic 
self-government may well disappear from the face of this 
continent as the masses, in despair and under demagogic 
leaderships arising to batten on their despair, surrender to 
the delusion of dictatorship. 

Democracy has died before in history. And peoples that 
had known it and prized it seemed not sorry to see it go. 
When popular government flickered out in ancient Greece 
and Rome, nobody thought of reviving it. All this may hap- 
pen again on this continent in this generation. I beg you 
to believe with me that no price we may be called upon to 


pay to prevent this will be too high a price, for, despite its 
manifest weaknesses, democracy is, in the long run, both 
safer than and superior to dictatorship, despite the swift efh- 
ciencies dictators may seem to bring to the opening phase 
of an emergency. 

This is the faith in which we, as a people, have been 
nurtured. And, for a time, not even the most elaborately 
press-agented results of dictatorship in Europe seemed to 
shake this faith. But, as the depression deepened our diffi- 
culties, in the midst of what seemed our fumblings, we began 
to look enviously at the cinema Napoleons who were cracking 
the whip of a totalitarian leadership over their peoples. Could 
we not find ways to short-circuit the lumbering processes of 
democracy and get in the United States some of the decisive- 
ness and drive that dictators seems to possess and to generate? 
This was obviously a question born of stress and strain. It 
was, in many instances, never put into words, but merely 
hovered over and haunted the quiet wondering of troubled 
Americans. It was not that anybody wanted a dictator, but 
that everybody wanted relief from the increasingly difficult 
social and economic situation. 

But the cycle of dictatorship has run long enough in 
Europe to prove that there is no magic in it, save as some 
dictator happens to be an intrinsically great leader for some 
critical hour of transition. And its long-run liabilities begin 
to emerge. I venture the prediction that the historian will 
look back upon the decade and a half from the end of the 
war, which has been considered by some the twilight hour 
of democracy, as a period in which, after much confusion of 
judgment, dictatorship revealed its inevitable weakness, while 
democracy, with its tradition of private enterprise and politi- 
cal liberty, proved its inherent strength. 

The cardinal strength of democracy is that it broadens 
the base of judgment upon which policy is built. In a dem- 
ocracy, all of us, with varying degrees of effect, can chip in 
on the discussion that determines policy. Great universities 
can prosecute and publish fearlessly objective researches into 
the living issues of state and nation. Great newspapers can 
keep the trends of policy, alike in government and in private 
enterprise, under open clinical observation. And by the grace 
of a freedom of speech, press, and assembly the clean and 
antiseptic air of unhampered discussion can be kept blowing 
through our council chambers. 

The cardinal weakness of dictatorship is that it narrrows 
the base of judgment upon which policy is built. Under 
dictatorship, policy is determined solely by the dictator and 
his particular brand of expert advisers. Opposition is subtly 
discouraged or savagely destroyed according to the degree of 
dictatorship that prevails. The governing clique becomes 
isolated from the fertilizing power of free and intelligent 
criticism, as it surrounds itself with a court circle of men 
who forget how to say no. This is the uniform record of 
excessively centralized power down the ages. 

The very intricacy of modern problems, which has been 
made one of the major arguments for dictatorship, is, on 
closer examination, the supreme argument for democracy. 
The greater the complexities of an age, the broader should 
be the base of judgment upon which its policies are built. 
The complexities of our age are limitless. The capacities of 
its leaders are limited. Less than at any time in human 
history, therefore, can we afford to put all our eggs in one 
basket. Less than at any time in human history can we af- 







































552 


Vital Speeches of the Day 


[Vol. I, No. 17 





ford to bully into silence the voice of corrective criticism, 
intimidate minority opinion, and give unquestioned right-of- 
way to the green dogmatisms of politics and economics that 
sprout so lavishly from the improvisings of crisis-driven 
statesmen. And yet this is happening the world around 
wherever the minds of men have been seduced by the glam- 
erous promises of dictatorship. 

I advance, then, this contention—that, even in normal 
times, the very complexity of the problems with which politi- 
cal and economic leadership must deal in this modern age 
makes imperative a democratic broadening of the base of 
judgment upon which policy is built. And this requires the 
safeguarding of the utmost freedom of universities, news- 
papers, and every other agency of critical judgment. 

I advance, further, this contention—that the preserva- 
tion unhampered of the critical function is even more impor- 
tant in a phase of emergency than in normal times. This 
runs counter, I know, to a widespread assumption that the 
critical function should be adjourned whenever the national 
leadership is wrestling with a phase of emergency. The rela- 
tion of the critical function to emergency leaderships is a 
problem that has never been thought through to the end. 

There is a pretty clearly established tradition respecting 
the critical function in the supreme emergency of war. Few 
will dispute that, aside from those profound questions of 
conscience that link a man to his God, when the nation is in 
mortal combat with an enemy, most of our differences must 
be adjourned, the ranks closed, and a solid front presented. 
Even this tradition can be carried so far that war-time 
leadership shuts itself off from fruitful suggestions from out- 
side official circles. But, once the die is cast and the nation 
is at war, it cannot tolerate endless debate over the wisdom 
of the decision that cast the die. 

How sound is the contention that, when a nation is 
in the grip of economic crisis, a like embargo on the critical 
function should prevail, that the emergency leadership should 
be an uncriticized leadership, with all the unfettered freedom 
to act that this implies? I know of no leadership that would 
itself baldly claim such exemption from critical judgment. 
But in every phase of emergency there is a widespread popu- 
lar feeling that a ruthlessly objective critical assessment of 
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emergency policies is a kind of peace-time treason. How 


much soundness is there in this contention? 


I give my answer to this question first, and my reason 
for the answer second. There is no soundness in it, Particu- 
larly if the emergency leadership, in dealing with the emer- 
gency, seeks to use its emergency powers to effect a perma- 
nent alteration in the national tradition. And, even in the 
absence of deliberate intent, the exercise of emergency powers 
may result in a permanent, or at least long-time, alteration 
of the national enterprise. It is never easy, and sometimes 
impossible, to confine the effect of emergency programs to 
emergency periods. It is a common observation that it is 
one thing to scramble the eggs and quite another to un- 
scramble them. 

Even in the minds of men who concur in the necessity 
of emergency grants of extraordinary powers, the exercise of 
these emergency powers raises fundamental questions that 
involve long-range values. In utter absence of any deliber- 
ate intent, emergency programs may, in a few swift months, 
remake for a generation to come the nature of a nation’s 
government and the attitude of the people towards it. 


This is why, gentlemen of the press, you have to-day a 
moral obligation that goes beyond the recording of state 
pronouncements, the presentation of the appeals of a respon- 
sible opposition, and the colorful reporting of the outbursts of 
every rabble-rouser who mounts the rostrum. You have a 
moral obligation adequately to discharge the critical func- 
tion by presenting to the American people a fearlessly objec- 
tive analysis of current policies, accepting the sound, and 
waging a relentless warfare of exposure against the unsound. 
In a phase of economic emergency, such as we have been pass- 
ing through for the last five and a half years, the mere chess 
play of partisan politics is reprehensible. But the active and 
responsible discharge of the critical function is imperative. 


Will the American people, in the midst of the incredible 
confusion and arrest that have fallen upon their affairs, 
prove wise enough to leave its universities, its mewspapers, 
and the other agencies of critical judgment free, or will they, 
in keeping with the trend among other crisis-driven peoples, 
seek, as I put it earlier, to mould them to a pattern, to soft- 
pedal their researches into living realities, to tell them what 
they may and may not say? 

There are three major systems of social organization 
now functioning in the Western world—Fascism, Commun- 
ism, and Democracy. Fascism and Communism have decided 
what they will do with their universities and newspapers. 
They have decided that the press must bow to politics and 
the laboratories take orders from the legislature. There are 
no dissenting professors or editors in Italy. Dissenters have 
either suffered exile or bought their posts at the price of 
silence. There are no dissenting professors or editors in 
Moscow. They are nursing their wounds in Paris or pick- 
ing up a precarious livelihood as best they can elsewhere in 
the world. And now Hitler has put the sign of the Swastika 
on German scholarship and German journalism which, until 
now, have been among the glories of that great people. It 
remains only for the democracies of the West to say that they 
cannot tolerate the critical function to make it unanimous, 
and then, as Charles E. Merriam has said, we can blow out 
the light and fight it out in the dark, for when the voice of 
reason is silenced the rattle of machine guns begins. 
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